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A Banker’s Diary 





Mid-January—Mid-February 


DURING the past weeks money has remained abundant, 
in spite of revenue collection. There has been keen 
The M competition for the weekly tender of Trea- 

e Money sury Bills, intensified by the fact that each 

Market week allotments have been less than 
maturities. During the week ending January 25, al- 
though the full £35 millions of bills were allotted, it was 
reported that the market obtained only 20 per cent. 
of the bills it applied for. Holders of bills have been 
unwilling to sell as they were unable to find alternative 
employment for their funds. Good inquiries for March 
and April bills have been made by the clearing banks, 
and there have been a few dealings in early May bills. 
Rates have changed very little, with an easy tendency, 
and the discount market has on the whole been very 
idle. At the end of January the clearing banks agreed 
upon a new scale of minimum rates for call or short 
loans. In future, } per cent. is to be charged for loans 
against Treasury bills, “‘ approved” bills with less 
than six months to run, and British Government 
securities for which notice of repayment has been given, 
to take effect within six months. Three-quarters per 
cent. applies to loans against fully paid I per cent. 
Treasury bonds, and Dominion, Colonial, Indian Govern- 
ment and British Corporation stocks maturing within 
six months. One per cent. is charged for loans against 
other securities and approved bills with more than six 
months to run. These rates are in some cases lower 
than before, as a new class of ? per cent. loans has now 
been established. 


THE outstanding feature in the foreign exchange market 
during the month under review was the development of 
a dollar scare. It was the result of the 

The passing of the Soldiers’ Bonus Bill by 
Ber oll Congress, which foreshadowed inflationary 
Market possibilities. While the large amount in- 
volved in that piece of legislation is in 

itself not considered to be unmanageable, it is feared that 
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the precedent will be followed, in which case there would 
be a sweeping inflation of the worst type. Although 
these prospects caused a rise in Wall Street and attracted 
speculative capital from abroad, the effect of this influx 
on the dollar was more than counteracted by the with- 


: drawal of foreign refugee money and the flight of American 
i capital abroad. At first this factor resulted in an acute 
h selling pressure on the dollar which depreciated both 
. in terms of sterling and in terms of francs. The dollar- 
l- franc rate depreciated, in fact, below gold export point, 
mA and a certain amount of gold was shipped from New 
; York to Paris and to Amsterdam. Subsequently there 


i was a recovery, but the acute dollar scare merely gave 
" way to a chronic wave of distrust. While until early 
h this year the dollar was considered to be above suspicion, 
: now this is no longer the case. It appears probable that 
the refugee funds which have been accumulating in New 
York during 1934 and 1935 will gradually become re- 
duced, and that the flight of European capital will in 


» future not be directed towards New York. 

us AFTER several weeks of negotiation, a group of London 
“ bankers have agreed to grant to the French Treasury a 
it Th credit of £40 millions. The credit bears 
1. cha. A interest at 3 per cent., and the amount 
™ Credit iMvolved is payable to the French Treasury 
t. in six unequal weekly instalments on dates 
‘ running from February 20 to March 26. The credit is 
n for three months, and is renewable at the French 


+t Treasury’s option for two further periods of three 
months, these periods running separately for each 


x 
rc instalment from the date of its original payment. The 
W French Treasury has the unrestricted use of this money, 

and is free to transfer it from sterling intofrancs. As the 

object of the operation is to provide the Treasury with 
t funds and not to protect the exchange, this transfer will 
if be made. To relieve any consequent pressure upon the 
© exchanges, an independent agreement has been made 
y between the Bank of England and the Banque de France, 
y under which both institutions will co-operate in minim- 
i ising exchange fluctuations, while the Banque de France 
. will also establish and maintain with the Bank of 
t England a minimum sterling balance equal to the amount 


R 
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of the loan to the French Treasury at any time outstand- 
ing. Incidentally, therefore, while the French Treasury 
is transferring funds into francs, the Banque de France 
will be transferring funds into sterling, and the two 
operations will neutralise each other. It will be seen that 
the Banque de France assumes no liability, either direct 
or contingent, for the repayment of the credit, and 
indeed it does nothing more than maintain a sterling 
balance, which is quite in accord with its constitution 
and previous practice. To avoid any strain on the 
London money market, no doubt this balance will be 
invested in Treasury bills on the Banque de France’s 
behalf. The whole scheme is an ingenious way of 
preventing any strain on the exchanges, without making 
the Banque de France in any way a guarantor of the 
credit. 


THERE was a further progress towards normal conditions 
in the silver market during the past month. The pur- 
chases of the United States Treasury ceased 

PP Nn to play any noteworthy part in the London 
Poel market which is now entirely self-support- 
ing. The liquidation of long positions has 

made further progress, and is now practically complete. 
Technical arrangements have also been readjusted to 
pre-crisis conditions. The bullion brokers decided to 
re-open the market on Saturdays; their decision in 
December last to close the market on Saturdays was due 
to the fact that the United States Treasury gave no 
buying order on that day, and at the time official Ameri- 
can purchases were the mainstay of the market. Now 
that buying as well as selling orders are forthcoming 
from all quarters there was no reason for continuing 
the arrangement. A much more important decision 
was the resumption of the fixing of a price for forward 
silver. This again was suspended in December as a 
result of the slump. Although forward deals were con- 
cluded as a matter of negotiations, it was not advisable 
to encourage forward selling by quoting an official price. 
With the liquidation of the bulk of the forward positions 
there was no reason why the fixing of a forward price 
should not be resumed. The fact that soon after the 
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decision the forward price went to a premium for a few 
days fully justified the decision. 


THE District Bank figures appeared in the monthly 
statement of the clearing banks for the first time in 
January January. Deducting these figures for pur- 
Clearing poses of comparison with the December 
Bank averages, the cash holdings of the ten 
Averages clearing banks have declined slightly during 
January from {220-7 millions to {220-2 millions. Deposits 
show a Slight rise to a new high record of £2,092: 4 millions 
compared with {2,091-3 millions in December. Among 
earning assets, call and short loans have decreased from 
£159:0 millions to {154-7 millions, while discounts have 
risen from £322-0 millions to £3369 millions. Invest- 
ments have fallen from {605-1 millions to {601-2 millions, 
and advances have increased from £778-8 millions to 
£787-8 millions. The movement away from investments 
into bills and advances therefore continues. 


IMPpoRTS have declined during January from {74:5 
millions to £70-0 millions, but were {8-1 millions higher 
January than in January, 1935. Raw material 
Overseas imports were valued at {22:4 millions 
Trade against £23-5 millions in December and 
f19°8 millions in January, 1935. British exports have 
fallen slightly from £34-9 millions to £34-5 millions 
compared with £35°5 millions in January last year. 
British manufactured exports stood at {26-6 millions 
against {26-2 millions in December and {27-5 millions 
in January, 1935. The returns are summarised below :— 
Jan., 1935. Dec., 1935. Jan., 1936. 
f{ millions. {millions /£ millions. 
Imports .. a 61-9 74°5 70°0 
Exports .. os 35°5 34°9 34°5 
Re-exports os 5:0 5°4 4°3 
Total exports .. 40°5 40°3 38-8 


Raw material imports at £22-4 millions are now above 
the figure of {21-3 millions for January, 1934. This 
increase shows how the progress of our internal trade 
which slackened somewhat during 1934 has since resumed 
its upward trend. 
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THE echiaiias exchange clearing agreement made 
no adequate provisions for the outstanding acceptances, 
estimated at £3,000,000, but an interpreta- 
Spanish tion was agreed w hereby these acceptances 
Acceptance were to be settled out of the funds of the 
Credits Spanish clearing office in London. Since, 
however, this w ould have involved a delay, 
the Spanish banks came to an agreement with the 
London banks, whereby the former would provide re- 
placement bills to meet the maturing bills. These 
replacement bills would be accepted by the London 
office of the Bank of Spain, and would bear the name of 
the five leading Spanish banks, in addition to the endorse- 
ment of the Spanish Exchange Control Office. These 
bills will be discounted by the acceptors at 3 per cent., 
and the proceeds will be used to meet maturing accept- 
ances. The bills will be renewed until the London banks 
have recovered their claim from the Clearing Office. This 
arrangement refers to acceptances outstanding on 
January 13. Negotiations are also being carried on to 
find a satisf: ictory solution regarding acceptance credits 
granted after the adoption of the clearing. It is to be 
hoped that a solution will be found, since the dis- 
appearance of the Spanish acceptance business would 
constitute a great loss to London. There is much 
criticism in London banking circles owing to the fact that 
bankers were not consulted before the conclusion of the 
clearing agreement, in order to regulate the position of 
acceptance credits. 


The Bankers’ Speeches 


HE speeches of the Bank Chairmen this year were 

i without exception of an optimistic nature as 
regards both the past year’s record and, with 
qualifications, the prospect for the future. They were 
unanimous in insisting that the improvement in the 
home market cannot continue indefinitely, and that future 
developments can only follow on an increase in the 
volume of international trade. In this respect it was 
emphasised that apart from the necessity of reducing 
the numerous other obstructions to trade, some degree of 
currency stabilisation is imperative if international com- 
merce is to resume normal proportions. At the same 
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time most of the chairmen were definitely opposed to 
any precipitate action, and Mr. Beaumont Pease in his 
speech at the Lloyds Bank meeting spoke very clearly 
on this point. After quoting statistics illustrating the 
advance made during the past year, he said :— 


We are, therefore, fully justified in regarding the year that has 
passed as a year of gain. These are all matters for comparative con- 
gratulation and encouragement, but for complacency or contentment 
they give as yet no justification. The cries for amelioration in the 
distressed areas and the claims of the still large number of unemployed 
fall, it is true, on universally sympathetic ears, but have not yet 
effected a solution of those problems and the well recognised obstacles 
to that greater measure of international trade which alone can effect 
a wholesale improvement, still loom largely in the path of progress. 
As long as the flow of goods from one country to another is impeded 
by the number of restrictions now in existence, and as long as payment 
for those goods which do succeed in crossing the barriers is denied 
or delayed, no great or permanent alteration in present conditions 
seems possible. 


Referring to the various trade agreements made 
with a number of individual countries he said :— 


Bilateral agreements for international payments are of little use 
compared with the multilateral methods to which we were accustomed 
when the interchange of goods was freer than it is to-day, and indeed 
in some ways they impose a still further stranglehold on trade, but 
conditions being what they are they seem for the moment to be the 
only method possible. 


Continuing, he referred to the situation as para- 
doxical :— 

It is indeed a paradoxical world we live in. We agree on all sides 
what are the obstacles in the path of improvement, and yet by some 
inexorable fate we appear compelled to add to their number. We 
seek abundance, and in our search we find poverty. We strive pas- 
sionately for peace, and in our efforts come dangerously near to war, 
just as a beginner on a bicycle finds himself irresistibly attracted 
towards the very object he wishes to avoid. We chant in the Ottawa 
choir the praise of monetary stability, and proclaim our belief ‘ that 
the ultimate aim of monetary policy should be restoration of a 
satisfactory international standard,”’ only to be answered by the anti- 
phonal response that the time is not yet. 


Mr. McKenna, at the Midland Bank meeting, did not 
make any definite pronouncement on this question of 
stabilisation, but he had some interesting suggestions to 
make as to the possible future of the gold standard :— 

As to the future, I think it would be a grave mistake to regard 


gold as an outworn instrument in monetary affairs. On the contrary, 
I believe it will continue to perform a valuable service, though of a kind 
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somewhat different from its service in the past. In some important 
countries the psychology and habits of the people and the defects of 
their internal monetary systems preclude the possibility of operating 
a pure managed currency. For this reason, together with the general 
acceptability of gold in settlement of international payments, it is 
likely to continue for an indefinite future to play an important part 
in the monetary systems of the world. One might indeed foresee a 
system under which gold could be managed by the principal trading 
countries in such a way as to maintain not only its value in terms of 
national currencies, but also its value in relation to commodities. The 
use of gold in settlement of international payments is a sound reason 
for making its management the subject of international co-operation. 


Mr. Beckett’s address to the shareholders of the 
Westminster bank contained a very full survey of the 
economic situation, in which he contrasted the compara- 
tively favourable conditions at home with the difficulties 
still being experienced abroad. He attributed this first 
to sound finance, and second to the comparative stability 
of sterling :— 

Last year, despite several scares in connection with the various 
gold currencies, the movements of sterling were within relatively 
narrow limits. It is hardly too much to say that, if legal stabilisation 
is not yet feasible, we are already enjoying a measure of de facto 
stabilisation. 


As regards the international situation he was less 
cheerful :— 


Only a few relatively unimportant breaches have been made in 
tariff walls, and the world’s currency ills, outside the sterling group, 
show but little alleviation. The divorce of all but a few of the gold 
currencies from gold has been followed by the divorce of the silver 
currencies from silver, and restrictions have been piled upon restrictions, 
until there are few currencies in which dealings are free and untram- 
melled, and none in which fluctuation is not an ever-present risk. 
The solution of these exchange difficulties eludes us still. General 
stabilisation remains, for the present, an ideal, whose realisation has 
been farther removed as a result of the involved political situation 
which has developed in Europe. 


Nevertheless, his outlook remains optimistic :— 


In the economic sphere, 1935 has been for this country the most 
encouraging year since the depression. The continuance of our 
recovery in the face of persistent difficulties; the relative stability of 
our prices and currency; the improving situation of Empire countries, 
with its possibility of a renewal of emigration; and the nearer approach 
of the time when lending abroad may be resumed—all these are factors 
of a heartening nature, and show that some, at least, of the obstacles 
impeding our progress are beginning to yield. 
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Mr. Favill Tuke expressed a very similar opinion at 
the Barclays Bank meeting :— 

When speaking to you last year, I mentioned certain factors which 
suggested that the World was slowly emerging from the depression. 
The past twelve months have witnessed further progress, but un- 
fortunately other developments have tended to obscure the outlook 
and to retard the growth of confidence justified by the increased 
volume of trade enjoyed over a large part of the World, and not least 
in this country. 

Any attempt to assess the future trend of economic events must 
take account of the fact that, after a long period of peaceful endeavour, 
there is now a revival amongst many nations of that feeling of in- 
security, which accentuates the tendency towards economic nationalism 
and thus postpones the benefits which would result from a more liberal 
trade policy. The disequilibrium between the dollar and the “ gold 
bloc ’”’ currencies, which resulted from the devaluation of the dollar, 
also persists, and doubts of the ability of members of the “ gold bloc ’’ 
to maintain existing parities have resulted in heavy shipments of gold 
westward across the Atlantic, thus further increasing the enormous 
stocks of the metal held in the United States. On the other hand, 
the stability of exchange quotations within the “ sterling area ”’ has 
been helpful in the dev elopment of international trade over a large 
part of the World, while the rise in the prices of primary commodities, 
the depreciation of the pound and the dollar, cheap money and funding 
schemes, have relieved the burden of debts in many countries. There 
is also the fact that the continued expansion in industrial activity has 
been partly responsible for a further reduction in the enormous stocks 
of raw materials which, for a long period, have overshadowed markets. 
In addition to these influences, the spread between the prices of primary 
commodities and manufactured goods has tended to narrow in many 
countries, thus raising the purchasing power of large sections of the 
World’s population, while the rise in trading activity has brought to 
many that feeling of personal security and well-being that employ- 
ment in some useful occupation alone can give. This is, perhaps, the 
greatest achievement. 

Unfortunately, there is still much unemployment throughout the 
World. In this country alone, we have over 1,800,000 people regis- 
tered as unemployed, and we have to admit that, to a very considerable 
extent, the solution of this grievous problem is to be found in that 
increase in our overseas trade which the spirit of economic self- 
sufficiency is making so difficult. Upon a satisfactory revival in inter- 
national trade depends, not only the raising of our own standard of 
living, but also that of other countries. Amongst the factors tending 
to prevent a revival of World trade, is the lack of confidence in the 
stability of the relationship between the various currencies of the 
World. I think most people will agree that the restoration of con- 
fidence in the stability of the exchanges is one of the major require- 
ments of the present time, but the factors I have mentioned suggest 
that World conditions, political, financial and economic, are not such 
as to justify the hope of any early return to a stable international 
monetary system. Many of the difficulties involved are largely 
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outside our control, but as a great and powerful nation offering a large 
market for the products of other countries, we have widespread in- 
fluence and, consequently, grave responsibilities. 


Mr. Colin Campbell, at the National Provincial 
Bank meeting, expressed a belief that there was still 
room for expansion in the home market :— 


Confidence is the foundation stone of business, which has been very 
practically exemplified by improvement in almost every branch of our 
business activities. Instead of apprehensions that were so common 
in 1934 concerning the alleged approach of “ saturation point ”’ in the 
home market, the past year witnessed the growth of a belief that much 
still remains to be done before the needs of the home market are fully 
met. This will stimulate further advancement until such time as 
revival of foreign trade can be secured through a general reduction in 
trade barriers and the abolition of restrictions on international 
payments. 

He severely criticised the tergiversations of the 
American silver policy, and said :— 

With the monetary policy of the country, that is the principal 
creditor nation, managed on such lines as these, we must agree with 
the view of our own authorities that the time is not ripe for any dis- 
cussion of currency stabilisation or of a partial and precautionary 
return to the gold standard. This is, from certain points of view, much 
to be regretted, since stabilisation, if it were possible, would ease the 
difficulties of those few countries, among whom our French friends are 
conspicuous, that still cling to gold parities which hamper their inter- 
course with their neighbours. These difficulties were increased in 
March when the Belgian Government decided to devalue their cur- 
rency by 28 per cent., which action has resulted in substantial advan- 
tage to that country. Stabilisation would also, we may hope, remove 
exchange restrictions and help to promote that revival in international 
trade without which, as you must allow me once more to repeat, this 
country cannot expect to regain full prosperity or to find work for all 
the capital and labour that it commands. 


Finally, Mr. Orme, in his speech at Martins Bank 
meeting, made perhaps the most constructive proposals 
concerning stabilisation. After insisting on the futility 
of the policy of economic nationalism now practised by 
most countries, he went on to say: 


Permanent world recovery, however, can only come about by 
ceneral stabilisation of currencies. Without that, and the confidence 
thereby engendered, enabling traders to undertake contracts with 
assurance that they will be successfully and profitably carried to 
completion, we sliail not arrive at the solution of international problems, 
financial or otherwise. It must be confessed we have made little 
progress during the year in this direction, unless it be that the steady 
deterioration in the position will ultimately force action to be taken, 
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while the political complications brought about by the attitude of 
Italy have accentuated existing difficulties. 

It should, therefore, be regarded as essential that stabilisation of 
the world’s currencies and the position of gold should in the near 
future engage the serious attention of the “ best brains ’’ among the 
financial advisers of the nations, not from any academic point of view, 
but with the sole object of terminating a state of affairs which has 
brought into being abnormalities such as exchange equalisation funds, 
which we are compelled to take on trust, tariffs and other impediments 
to world trade. Not until we have stabilisation will credit and goods 
once more carry out their natural functions in swelling the volume of 
international commerce, the development of which is vital to our 
prosperity. 

The point of view that this country is not doing so badly under 
existing conditions, and that any approach to stabilisation on our 
part should be made with caution, may reasonably be advanced, but 
this should not deter us from taking our part, and a leading part, in 
a general endeavour to adjust disordered conditions throughout the 
world. 


The Bank Chairmen dealt with numerous other 
matters of interest in their speeches. Mr. Beaumont 
Pease had some words to say concerning the duties of 
bankers. Nowadays the banker is attributed with little 
less than omnipotence and is more often than not regarded 
as the villain of the piece, so that the opinion of an 
experienced banker on this subject is of great interest. 
He said :— 


There is no unanimity in regard either to the powers or the duties 
of bankers. For myself I still regard our first duty as the safe custody 
of our depositors’ money. Our next duty to the public, in so far as it 
is compatible with the first, is to do what we can by way of giving 
financial assistance and advice to our customers, and generally to 
conduct our business on the soundest and best lines. I cannot bring 
myself to agree with those who take a much wider view, both of our 
powers and our duties. We cannot go out into the highways and, 
hedges and compel reluctant borrowers to come in and demand loans, 
nor in my judgment ought we to assume the attitude of dictators in 
laying down rules of our own making. There are many who take the 
opposite view, and think it is within the capacity of bankers to extend 
credit indefinitely and control not only the volume but also to dictate 
the direction of credit and assume an omnipotent knowledge as to 
what type of loan is in the national interest and what ought to be 
withheld on the grounds that it is anti-social. These are distinctions 
on which different individuals, whether they are politicians, bankers 
or industrialists, take different views, and it would be mere presumption 
on the part of bankers to try and dictate on these matters. A banker 
has to administer his business as best he can on the merits of every 
question as it comes before him, but it would be just as much folly for 
him to try and dictate the lines on which the industries or politics of 
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the country should be run, as it would be for politicians or industrialists 
to try and run the banks. Amongst those who, on the contrary, 
think they are capable of running all three, there is some recognition 
of a bank’s limitations, and while admitting that it is unsound for a 
bank to lend its depositors’ money in risky enterprises, or to lock it up 
in permanent loans of a capital nature, they use this concession as an 
argument for the nationalisation of the banks, apparently on the 
assumption that what is bad business for the privately owned bank 
may be perfectly sound if the bank belongs to the State. 


From this point of view he proceeded to discuss the 
difficult question of the depressed areas :— 

The question of the depressed areas is one which has brought forth 
a whole crop of suggestions, and indeed it is so sad and urgent a problem 
that one welcomes almost any proposal, but I think it is only fair to 
bankers to remove some misconceptions in regard to their attitude on 
this question. In the first report of the Commissioner for the Special 
Areas it is stated that ‘‘ Managers of local branches of the banks are no 
longer as ready as they were formerly to advance capital on prospects 
and personalities unsupported by tangible assets,’’ and this statement 
is followed by the somewhat contradictory assertion that “it seems 
doubtful whether any organisation run on a purely commercial basis 
can meet the needs of the Areas.” Again, in the report on Durham and 
Tyneside, the assertion is made that ‘ ‘the post-war rationalisation of 
our banking system has resulted in the extinction of the smaller con- 
cerns with definite local associations, with the inevitable results that 
bank accommodation on anything but a very modest scale must be 
sought in London, and it has been suggested that in such cases capital 
assets or past balance sheets appear to be accepted as more important 
criteria than the earning capacity of any new venture.” These state- 
ments are curiously far from the truth. On principle, bankers never 
have been prepared to provide permanent capital for industry, but 
having regard to the low percentage of their loans to their deposits at the 
present time, they are perhaps less rigidly bound by the strict principles 
of banking in this respect than they ever have been. 

Finally he said :— 

I do not know whether there is any intention to act on the hint 
contained in the Report of the Commissioner for the Special Areas, that 
if there is a demand for financial assistance and “ if it is found that there 
is a real opening for new enterprise in those Areas,” he may “ find it 
necessary to advise that a special fund should be created for the 
purpose.”” I am sure, however, that banks will be sympathetically 
anxious to take part in any scheme which legitimately falls within 
their scope. It must be borne in mind that the Commissioner antici- 
pates ‘“‘ that a number of failures must be expected” and that “no 
organisation run on a purely commercial basis can meet the need of 
the Areas.’’ Presumably, therefore, any assistance which the banks 
could give to such a scheme would be only of an indirect character. 
Any proposal, on the other hand, coming to a bank which, inter preted 
on the most liberal lines, could be classed as a commercial venture in 
those Areas, will obtain the most sympathetic consideration. 
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The speeches of both Mr. McKenna and Mr. Beckett 
were largely concerned with the centenary of the founda- 
tion of their respective banks. In 1836 the Birmingham 
and Midland Bank started business in an office in 
Birmingham, and the London and Westminster bank 
was founded in August of the same year. Both speakers 
took the occasion to review the development of joint- 
stock banking during the past hundred years. 

Mr. McKenna traced the history of currency in this 
country beginning at the fourteenth century, and 
showed how in the nineteenth century the demand for 
money necessitated the successive use of notes, of bills 
of exchange, and finally of the cheque and the overdraft. 
Referring to the part played by the joint-stock banks 
in the development he said :— 

It was mainly due to the process of consolidation that these im- 
provements became possible. Amalgamation has made not only for 
strength, but also for the convenience of the public—a hundred years 
ago there was only one banking office to roughly 15,000 people, whereas 
the proportion to-day is one to 4,000 of the vastly enlarged population. 
Moreover, the range of services rendered is far more extended and is 
available to customers of every kind. 


Passing on to the question of the control of the 
monetary system, which had thus developed, he said :— 


Happily, in respect of principles as well as practice much progress 
is to be recorded, no small part of it being the fruit of hard experience. 
In the seventeen years from 1914 to I93I our money was subject to 
violent fluctuations in purchasing power. We suffered the evils first 
of inflation and then of deflation. We learnt that a shortage of money 
may be just as vicious in its effects as an excess, though deflation has 
still a touch of virtue about it in the minds of many people. Never- 
theless, it is becoming more and more widely recognised that greater 
productivity calls for an increased supply of money, for otherwise 
prices will fall, business will stagnate, and the growing productive 
capacity will be unused. 

Nowadays the authorities have most of the statistical and other 
data on which to form a judgment on monetary needs, and in our 
own country at any rate the banking machinery for giving effect to 
their decisions is fully developed. How well their task has been 
accomplished in the last four years is shown by the steady recovery 
of trade and industry throughout the sterling area in a world which 
is still economically disorganised and depressed. 


Discussing monetary management he said :— 
Monetary management can do no more than remove obstacles in 
the way of industry and assist its expansion. It can help to extend 
the area of employment and bring production and consumption into 
better relationship; but, notwithstanding many dogmatic assurances 
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to the contrary, it cannot of itself create wealth available for dis- 
tribution. 


Mr. Beckett’s account of the progress made by 
banking was partly of the nature of personal reminis- 
cence, as Mr. Beckett has seen 45 years of banking. He 
traced the development of the joint-stock bank from 
the days when most banks were private, and business was 
conducted on personal, though frequently thoroughly 
unsound lines. 


In course of time, the private company became a public company, 
obtaining its necessary finance by public issue, and the experiences 
of the public companies, with the benefits of larger-scale working, led 
naturally to the evolution of the combine, whose advantages —econom- 
ical buying, concentration of overhead charges, facilities for conducting 
research work on an adequate scale, and the lessening of competition— 
resulted in a cheapening of production and a consequent increase of 
profits. Big business required big banks, whose gathering grounds 
were of such extent that they would not be incommoded by large 
demands in one particular area, as their resources were sufficient to 
take any seasonal strain. So the amalgamations of the banks became 
an integral part of modern industrial development, and we now see the 
business of these islands, with its ramifications all over the world, being 
conducted, on its financial side, by the comparatively few banks of 
to-day. Amalgamations among the banks have produced a higher 
standard of technique than existed, or indeed was needed, at the 
beginning of this century, and have resulted in a degree of safety for 
the depositor which enables him to sleep soundly in the knowledge that 
the bank will be ready and able to pay him his money on demand. 

An interesting passage in Mr. Favill Tuke’s speech 
was concerned with an explanation of the ratio between 
cash and deposits :— 

When the Banks as a whole increase their total assets, by making 
advances, purchasing bills or securities, or by any other means, the 
effect is to add to Deposits, and, unless the holding of Cash be raised 
as a result of other transactions, the ratio of Cash to Deposits will be 
lowered. This process can only be continued until the Cash ratios of 
the various Banks are reduced to what each has decided is a minimum 
figure consistent with its obligations to Depositors. 

To deal first with the situation of the Banks as a whole, it should 
be clearly understood that there are certain definite limits to an 
expansion in banking assets. As I have pointed out, a net increase in 
the assets of the Banks increases Deposits, but Deposits are a liability 
against which the need for liquidity makes it essential that the Banks 
should hold an adequate proportion of Cash. There is, therefore, a 
definite restriction upon the ability of the commercial Banks to raise 
the total of Deposits, for the control of the Cash base of the country 
is not in their hands, but in those of the Bank of England, which in 
turn operates subject to such limitations as result from the statutory 
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restrictions upon the issue of legal tender money. I feel that this 
matter should be thoroughly understood. When we consider the 
position of an individual Bank, there is still less justification for the 
extravagant and dangerous misconceptions which have arisen. 
Statements which have been made from time to time are capable of 
the interpretation that all a Bank has to do when it wishes to increase 
its own Deposits is to buy an investment, make an advance or discount 
a bill; but if it were possible for a Bank to create Deposits for itself 
without cost or limit, it would be absurd for the Banks to endeavour 
to attract Deposits by the payment of interest and by the rendering 
of many valuable services to their customers. In actual fact, just as 
it is true that every net increase in banking assets increases Deposits, 
so is it true that an individual Bank can only continue to lend so long 
as it continues to receive Deposits from its customers. Having, by 
the granting of a loan or by any other operation, increased its Deposits 
the Bank does not retain any ownership or right in such Deposit. The 
amount can be drawn out in cash, or paid into another Bank, and in 
either case the first Bank’s holding of Cash would be reduced and its 
ratio of Cash to Deposits would fall. If this process were not arrested, 
the Bank’s business would soon come to an end. Consequently, it 
is only by attracting Deposits to itself that it can continue to function, 
and to provide the many services upon which the smooth working of 
the trade and industry of the country depends. The primary function 
of a Bank is to mobilise or make liquid the assets of its customers, 
and the suggestion so often made that a Bank “ creates’ credit out 
of nothing is therefore definitely incorrect; in the final analysis, the 
granting of a credit by a Bank represents the exchange of one form 
of debt for another. Moreover, the credit which a Bank can grant to 
creditworthy borrowers depends upon its own credit standing as repre- 
sented by the degree of trust reposed in it by the public, which is itself 
the product of many years of valuable service, fair dealing and integrity 
supported by the strength of its position as disclosed by its Balance 
Sheet. 

Mr. Colin Campbell made an important pronounce- 
ment on the question of foreign lending :— 


There is also some reason to regret that the ban on new issues on 
foreign account is still found to be necessary, since the connection in 
former times between the activity of foreign lending and the expansion 
of our export trade was constant. With the recent rise in commodity 
prices, the credit of some countries that were at one time regular 
borrowers for legitimate purposes of development, has been improved. 
Issuing houses and investors may be relied on, after the losses in recent 
years, to be extremely cautious in the matter of offering or subscribing 
for foreign loans, and it will be unfortunate if the possibility of 
improvement in international trade is frustrated by a desire to prevent 
the outward movement of capital, when trustworthy borrowers are in a 
position to ask for it in the London Market. 


This plea for a relaxation of the ban has since gained 
in force from the official estimate that in 1935 we had a 
favourable balance of payments of £37 millions, and it is 
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to be beni that the Government will pay heed to this 
authoritative banking expression of opinion. 

Mr. Campbell approved of the various governmental 
schemes for stimulating domestic trade :— 

Nevertheless, it may be true that as long as trade barriers abroad 
restrict the growth of foreign commerce, some special stimulus is 
needed to quicken the pace ‘of our domestic recovery and to set to 
work more of the hands that, to the regret of all, are now unw illingly 
idle. Even so, we know that there is much to be done in improving 
the internal equipment of our country, and that the Government has 
put before us a programme which indicates a bold determination to 
undertake this most important task, as far as it can be done without 
undue strain on our resources. 

As examples of this governmental activity he 
quoted the schemes for rearmament, slum-clearance, 
improved educational facilities, the electrification of 
suburban railways, and the plans for the “ special” 
(depressed) areas. He suggested that the Government 
should encourage farmers by subsidising the additional 
consumption of foodstuffs on the lines of the present 
scheme of free milk. 

It has been estimated that if the undernourished classes in this 
country were able to enjoy a full diet, there would be an increased 
trade in foodstuffs amounting to about {200,000,000 a year, giving 
revived activity to British farming without harming overseas trade or 
shipping. Such estimates, of course, must be received with caution 
and the question of the cost of such proposals cannot be ignored. But 
it has long been recognised that the restoration of prosperity to farmers 
in all countries, and especially in our own, is of the highest importance 
to industry as a means of securing a better outlet for manufactures. 

Sir Christopher Needham, chairman of the District 
Bank, had two important events to record in the past 
year :— 

The year which has passed since the last Annual Meeting will be 
memorable in the history of the District Bank. In no previous yearly 
period has there been so great an increase in the Bank’s development. 
I would draw your attention to two events of outstanding importance— 
the acquisition of the County Bank, proposals for which were announced 
early in August, and the admission of the Bank in December to 
membership of the London Bankers’ Clearing House as from 
Ist January, 1936. 

He and the other two Lancashire Bank Chairmen, 
Mr. Orme of Martins Bank, and Mr. Dewhurst of Williams 
Deacon’s Bank, had as usual a great deal of interest to 
say concerning trade conditions in their part of the 
country. They announced a slight improvement in the 
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cotton industry, but agreed that some measure of internal 
reorganisation was necessary before Lancashire can 
recover some part of her former export trade. Sir 
Christopher Needham described the improvements in the 
iron and steel trade, which had a record figure of steel 
production for the year. The industry has been enor- 
mously stimulated by the building boom, and by increased 
demands from the motor-car, engineering and ship- 
building trades. The future of the coal industry, he said, 
depended on the reorganisation of selling methods, and 
a system of central selling had already been established 
by the Lancashire and Cheshire owners. Mr. Orme was 
less detailed in his review of industrial conditions, but 
he welcomed the universal signs of improvement and was 
confident of a continuance of the present upward trend. 
Mr. Dewhurst dealt at length with the difficulties experi- 
enced by the cotton trade and pointed out the numerous 
efforts that were being made to overcome them. Schemes 
for the prevention of undercutting of prices had only met 
with partial success, but he hoped that the Redundant 
Spindles Bill which is expected to be passed in this 
session, would prevent uneconomical competition. The 
two trade missions to India and Canada to secure a 
reduction of import duties had not yet reported, but it was 
hoped that in view of the increased tendency for Lanca- 
shire to import Indian cotton some degree of preferential 
treatment as compared with Japan would be secured. 

The general tone of the Chairmen’s speeches was 
optimistic. The prospects of domestic trade seem uni- 
versally good, but doubt was felt as to the likelihood 
of a further continuance of the present building boom. 
The question was also raised as to how far the building 
boom has been responsible for the stimulation of other 
home industries, and to what extent a slackening off in the 
building trade would be followed by a contraction in other 
industries. In view of their unanimous opinion that 
future improvement can only come as a result of an 
expansion in foreign trade, it is a little disappointing 
that they were all equally agreed that there is at present 
little or no possibility of currency-stabilisation at an 
equitable level, thus removing what is agreed to be a major 
obstruction to trade. It is difficult, however, to see how 
they could have reached any other conclusion. 
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A Hundred Years of Joint Stock 
Banking 
By R. H. Mottram 


EW of us who are interested in the most vital and 
least studied department of our national life, 
practical banking, will turn many pages of this 

book* without discovering that under the disarming 
title we are being given a history of the Midland Bank, 
written by two authors of exemplary diligence who 
must, I think, have been connected with the Bank. 

History is perhaps a poor description, for the word 
savours of final judgment and completed action, and the 
Midland Bank is very much alive, was never more so. 
We have here a contemporary account of a highly 
organised institution, comparable to the life of a 
prominent personality still with us, in full vigour. This 
makes it of priceless value to the student. in future 
generations, whose researches are so often restricted by 
the fact that all documentary evidences have been 
compiled long after their subject has ceased to exist. 
It has also the limitations of contemporary biography. 
He would be a bold man who would prophesy what value 
will eventually be attached to the current principles and 
practice of the Midland (or any other of our financial 
vessels). And the very distinctive character of the 
Midland, perhaps the most individual of our big banks, 
enables those who are not tied by personal loyalty to the 
subject of this book, to take up a point of view obscured 
to the authors. 

The occasion of the publication is doubtless the now 
fashionable one of Jubilee or Centenary celebration. We 
have arrived at a hundred years distance—an utterly 
arbitrary but convenient length of time—from the great 
forward impulse that informed our national life in the 
‘thirties of the last century, and which will always be 
known, to the complete confusion of our logical-minded 
neighbours on the Continent, as the ‘‘ Age’ of Victoria 
who actually preside d over it by accident of birth. 





Ly Hundred Years of Joint Stoc k Banking.”” By W. F. Crick 
ind . Wadsworth, with a Foreword by the Rt. Hon. R. McKenna. 


Hodder & Stoughton. 445 pages. 15s.) 
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But we, who inhabit this island know better than to 
explain things, and even if we were obliged to do so, 
might find it not altogether irrelevant that the presence 
of a young inexperienced woman on the throne coincided 
with a wise absence of any attempt at control from above, 
and a wide liberty for criticism. The Midland, in fact, 
was one of the first experiments under new legislation 
in broadening the hitherto cramped basis of partnerships 
restricted to six members. The time and the place were 
just right. The Birmingham and Midland Bank, the 
“pioneer institution ’’’ as it is here called, belongs not 
only to the eighteen-thirties, but to the distinctive type 
of small-master organisation that even to-day is more 
characteristic of the district than of any other in the 
country. 

It derived nothing, as its great rivals Barclays and 
Lloyds have always done, from the closely intermarried 
Quaker family resources that had withstood the troubles 
of the eighteenth century. 

It was not even particularly “ Midland,” a name 
resumed, and assuming its present importance only in 
1923 when it had become a complete misnomer. Once 
again, we may renounce any attempt to explain the way 
that things happen in these islands. The reality behind 
the name Midland is a particular direction of policy, and 
might be better described as character, in the sense in 
which we use the word of a strongly marked human 
individuality. 

The Midland has its special way of conducting its 
business, above all in working out its development. 
This, and the fact that it has, and perhaps always had, 
less of the agricultural and landed interest on its books, 
make up what lies behind the title. 

For the rest, the main architects of this, now the 
largest and youngest of the “‘ Big Five’ Banks are four, 
and excellent brief biographies of them are given. 
Charles Geach, born in 1808 in Cornwall, of Scottish 
ancestry, who entered the service of the Bank of England 
in 1826, was transferred to the Birmingham office, one 
of the provincial offices opened in the ‘twenties. Here 
he became dissatisfied “‘ with the slow course of promotion 
—especially with that policy of the Bank directors which 
shut out from those of their servants who entered in the 
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subordinate departments all prospects of rising to situa- 
tions of the highest trust.’’ 

Thus, at the age of twenty-eight he became the first 
manager of the Birmingham and Midland, “ this puny 
provincial institution,” as it is here called, became 
interested in a variety of local, continental and national 
undertakings (the Crystal Palace among others) and died 
in London at the age of forty-six. He had an unusually 
large head, and unusually large ideas, defending the right 
of the people to wave flags and join in processions at 
election times as “‘ the only means the unenfranchised 
had of expressing their political opinions.” 

One would like to fancy that his early disagreement 
with the policy of the Bank of England had inaugurated 
the attitude of criticism which, so characteristic of the 
then new joint stock bank, has persisted almost ever 
since. 

George Rae, another Scot, born in Aberdeen in 1817, 
and coming into the scope of this book through the 
absorption of the North and South Wales Bank in 1908, 
can hardly have learned from Geach the attitude he took 
up, in the letters here quoted dated in the ’eighties, in 
which he so strongly criticised the policy of the national 
institution. He went as far as to recommend his rivals 
in the Westminster Bank (as it is now called) to withdraw 
a proportion of their deposits from the Bank of England 
and lock the notes up in their own safes, and to urge a 
relaxation of the rules laid down by the Bank Act of 
1844 “‘on the lines of’’ (oddly enough) “ the Bank of 
Germany.” 

But by far the most important of these personal 
notices is that devoted to Edward Holden (granted a 
baronetcy in 1909). He again, was no Midlander, but 
Lancashire by birth and in particular Bolton and 
Manchester by habitat during his formative years. This 
remarkable man, whose career synchronised with the 
penultimate stage of the Midland’s growth may have 
been said almost to have been the Bank. Those of us 
who had practical contact with banking up to the War 
were conscious of that dominating personality driving 
the then London, City & Midland Bank forward. 

He began in the Manchester and County Bank on 
thirty pounds a year, spent his evenings studying at 








Owens College, married the sweetheart of his boyhood, and 
made her join in his nightly reading. It must have been 
a unique honeymoon. We do not wonder that at thirty- 
nine he was sub-manager to the joint General Managers 
of the Midland. Much as we may approve of marriages 
that were so blessed and so successful, we must feel that 
Holden was married in a larger sense to his job and his 
period. It is not wonderful that, having discarded his 
one relaxation, a pedal cycle, in order to devote himself 
more completely to reading banking during the few hours 
when he could not induce anyone to conduct business 
with him, he was eventually constrained to enter Parlia- 
ment. He sat as a Liberal of course, but we may well 
believe that he was more forcibly actuated by his one 
permanent irritation—the conducting of the currency 
system by an authority he could never quite subordinate 
to his views. However, he went very near to it, for we 
are told that the issue of currency notes of denominations 
of {1 and 10/- in 1914, one of the most startling and 
least remarked “ bloodless revolutions ’’ that ever took 
place, was undertaken largely at his suggestion. If he 
ever needed a memorial, surely he could find it, even if 
he had to share it with the profession of which he was 
so vigorous and prominent a member, in the fact that the 
largest and most complex currency system of the known 
world or historical record was able, almost in a night, 
to desert its basic composition in the precious metal, 
gold (of which ironically, he thought and often said, no 
Bank could ever have enough). And that dramatic 
action took place during the first days of a great world- 
wide struggle of which the ends were as obscure then as 
they are to-day. That is what men of the type of Holden 
did by their total sacrifice of leisure, other interests, and 
possibly health, for he was but sixty-seven when he died, 
barely middle-aged in a profession so healthy that many 
of its devotees thrive on it, into their eighties. His work 
lived after him. All the thought and indomitable energy 
that found its way (through an announcement of a 
vacant post in The Economist) from the humble desk in 
the Manchester and County Bank, to the highest post 
in the future Midland, left its mark on that institution, 
and on the great structure of which it is to-day one of 
the principal parts. He may have derived something 
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from the attitude of his forerunners Geach and Rae, but 
he remains the chief innovator in British Banking of the 
nineteenth and early twentieth centuries. He is here 
credited with much of the amalgamation policy which, 
sound and probably inevitable, might have lingered at a 
much slower pace, in a system so averse to rapid change, 
without his insistence. Nor was this directed only to 
amalgamations, but also the opening of new branches 
and the undertaking of Foreign Exchange business, so 
long the province of highly specialised houses, and the 
purchase of the capital of the Belfast Banking Company. 
Two things only we may regret for him—his frequent 
prolonged absences from home and that he never lived 
to see the final state of the Midland. 

His portrait now adorns this book, coming fittingly 
after the benign early Victorianism of Geach, and the 
bearded later Victorianism of Rae. Holden stands for 
the apex we reached in the ‘nineties. These pictures are 
followed by that of the genial Mr. Hyde, so well known 
to Post-War London, and the even more widely recognised 
lineaments of Mr. McKenna, who has achieved canoniza- 
tion in that Pantheon of British fame, the pages of Punch, 
in his former capacity as a Minister of the Crown. 

The bulk of the book is a mine of historical detail 
divided into an introductory chapter on modern banking, 
and twelve others tracing respectively the development 
of the Midland in the Midlands, Birmingham Area, the 
North-West (Carlisle, etc.), the ‘‘ Cotton ’’ Banks (Liver- 
pool, Manchester, Oldham, Preston, Rochdale), the 
““Wales”’ Bank (North and South Wales Bank), the 
Yorkshire amalgamations (Hull, Darlington and West 
Riding), the East Midlands and beyond (Leicester, 
Nottingham, and Lincoln), two chapters on London 
organisation and acquisitions, one each on Irish and 
Scottish connections and one called “‘ the Welded Whole.” 

There is also an appendix, giving details of the 
Channel Islands Bank. 

It is impossible to deal adequately with this mass of 
information; wecan only remark that many an historian 
would be grateful if this method, with its clear summaries, 
and maps of every aspect of the case, had been adopted 
in compiling the archives of many an institution and 
country. Here we have set out a brief, documented, 
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dated and tabulated account of all the one hundred and 
eleven banks that have been, at one time or another, 
absorbed into the Midland, and of the excursions it made 
into districts in which no acquisition of existing businesses 
was possible. Thus we find that, in a hundred years, 
1,354 new branches were opened and g23 acquired by 
amalgamation, and 167 closed, leaving the present 
structure of the bank at 2,110 offices. At these establish- 
ments, it appears, 200 millions of cheques and similar 
documents are dealt with in a year. There are 800,000 
current accounts with a turnover of £10,000 millions, 
while 200,000 customers borrow from the Bank. Being 
first and foremost a joint stock and therefore non-note- 
issuing bank, the Midland has been responsible for the 
disappearance of £900,000 of country notes issued by the 
old private banks it has superseded. After this it is a 
little surprising to find that sentiment lingers even in 
the Midland over the relics of the past. It seems that 
one of the Liverpool offices—that in King Street—still 
bears much of the semblance that was given the building 
by the merchant banker, Thomas Leyland, whose partici- 
pation in Slaving and Privateering adventures are duly 
recorded. But a more vital sentiment grips us as we put 
the volume down and take up our daily paper, and 
survey the economic condition of many European, 
American and Eastern countries. ‘‘ There, but for the 
grace of God,” we may utter without undue complaisance. 
For after all, the thing which has made the Midland and 
its peers is something inherent in the British character, 
and never was so necessary as it is to-day. 


The Outlook for the Discount 
Market 
By W. T. C. King 


- ¥ many competent observers it seemed that the 
year 1935 witnessed the first signs of the discount 
market’s emergence from the abnormal working 

conditions which have resulted from the slump. It is 

true that the year’s average discount rates showed 

a further decline, and it is true, too, that the volume of 
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not more than one-third, of its 1929 level. 
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ence of the New Year is in sombre contrast. 
















commercial bills remains at well under one-half, possibly 


But just 


over twelve months ago, despite the short-loan charge 
concession which the banks had made in November, 1934, 
the discount houses were finding it impossible to earn 
on bills even one-half of the cost of their clearing bank 
‘bill’? money. Such a position could not have been 
tolerable for long, and some very gloomy forebodings 
were heard about the future of the discount market. 
Two influences then brought a fundamental change. 
First, at end-February, came the banks’ decision to 
revert to their pre-slump practice of refraining from 
buying bills below their minimum money rate—in this 
case, 4 per cent. Secondly, the discount houses them- 
selves, realising well that the banks’ gesture offered 
them almost their last chance of survival as an institu- 
tion engaged primarily in bill-dealing, took drastic steps 
to suppress that competition among themselves which 
has so often been a menace in the past. The results were 
striking. By the middle of March the Treasury bill 
tender rate had been forced up to 4 per cent., and, 
thanks to a substantial expansion in the “ tender ’’ issue 
of bills, the rate was maintained at or above this level 
for the rest of the year, rising to fully 23 per cent. in 
late December. In two ways, therefore, the year had 
brought a return towards normality in Lombard Street : 
for the first time since the slump the market was able 
consistently to earn a modest turn on “ running ”’ bills 
against clearing bank money, and at the same time, 
too, it was benefiting from a re-emergence of the natural 
margin between the short bill rate and that for full-dated 
paper. Bill-dealing, instead of being an actual drain on 
bond market profits, had at last begun to supplement 


Viewed against this brighter background, the experi- 


The first 


tender for Treasury bills dated in 1936 brought a drop 
of almost } per cent. in the average rate, and since then 
the average, with a slowly falling trend, has been less 
than .\; per cent. above the crucial } per cent. level. 
In consequence, both the running profit margin for 
current business and the differential between the short 
bill rate and the three months’ rate have virtually 
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disappeared. The technical position of the market has 
approached a deadlock. This sort of experience is not, 
of course, uncommon in the early months of the year, 
nor was it unexpected. The last quarter of the Govern- 
ment’s financial year, with its very heavy revenue 
collections, invariably witnesses a sharp contraction of 
the Treasury bill issue, and the usual accompaniment 
of that contraction is a weakening of discount rates. 
This time, indeed, the fall has been a good deal less 
marked than that which resulted from the riot of com- 
petition in the similar period of 1935, when the rate fell 
by over 6s. per cent. Superficially, at least, that contrast 
might be a matter for congratulation to the market now, 
for it is well known that this time the seasonal influence 
has been complicated, and apparently greatly exagger- 
ated, by the recent Government loan operations. That, 
however, is a question which requires somewhat close 
scrutiny. 

Early last December the Government placed £200 
millions of 20-25 Year 2} per Cents. and {100 millions 
of 3-5 Year 1 per Cents., simultaneously calling for 
redemption £150 millions of Treasury Two’s, and having 
already called the {£44 millions balance of Treasury 
Three’s. After due allowance for the discounts at which 
the new loans were issued, the ultimate net effect of these 
operations will be the redemption of no less than {£97 
millions of floating debt—a bitter pill for Lombard 
Street which the Treasury sought to sweeten by recalling 
that repayment of £44 millions of bonds was last April 
financed by Treasury bills! Whilst the full net reduction 
will not be achieved until April 15, an examination of 
the time-table for the loans reveals that £55 millions of 
the new money was due to the Treasury by February 6, 
although the first disbursement does not fall due until 
March 2. In fact, owing to advance payments, {58-8 
millions had been received by February 8. At first sight, 
therefore, it appears that the market has already felt 
the effect of some 60 per cent. of the impending re- 
duction. The floating debt figures naturally support this 
conclusion, and between November 30 (the Saturday 
preceding the first payments on the new loans) and 
February 8 the total debt fell by nearly {100 millions, 
the reduction in the Treasury bill issue (by £86 millions) 
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being some {£48 millions greater than in the corresponding 
period of 1934-35. If in fact this were also the con- 
traction in the supply of bills in the market, the discount 
houses would indeed have cause for satisfaction that the 
fall in bill rates has been no more marked than we have 
noted. 

From the market standpoint, unfortunately, the 
position is very different. Not only did “ special ”’ 
quarters take up a large part of the new 2} per Cent. 
Loan, but since the beginning of December there has 
been strong buying pressure on sterling, both on French 
and on American account, with the result that the 
Exchange Account has been forced in recent weeks to 
add appreciably to its holdings of gold and/or exchange. 
The effect of these two influences has been a heavy 
swing-over from privately-held to publicly-held floating 
debt. In the ten weeks from November 30 the “ tap” 
issue of Treasury bills dropped by no less than {56-2 
millions, while Ways and Means Advances fell by {13-4 
millions. Thus over the same period the contraction in 
outstanding “‘ tender’’ Treasury bills amounted to no 
more than {£30 millions—from {£565 to £535 millions. 
In other words, the somewhat surprising fact emerges 
that, during a period when special loan operations 
provided {58-8 millions, the volume of Treasury bills 
directly available to the discount market fell by only 
£6 millions more than it did in the same period of 1934-35, 
and by {10 millions Jess than the fall which seasonal 
revenue influences alone would have involved. To date, 
therefore, the discount market has borne no part at all 
of the eventual {97 millions of Treasury bill funding, and 
has actually been helped by a £10 millions mitigation of 
the seasonal contraction. 

Indirectly, however, the market certainly has felt an 
effect from the loan operations, for there now seems no 
reason to doubt that the main motive behind the con- 
siderable credit expansion which the authorities effected 
in January was the desire to force the banks back into 
the gilt-edged market, and thus to enable “ special ”’ 
quarters to unload part of their holding of 2} per Cents. 
The second objective may have been achieved, but the 
first certainly was not, for the (ten) clearing banks’ 
investment portfolio dropped by another £4 millions in 
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January, and then stood at {19 millions below its 
November level, while the bill portfolio expanded by 
another £14°8 millions, bringing its total increase since 
November up to £43°6 millions. Thus it was in Lombard 
Street, and not in the gilt-edged market, that the major 
impact of the month’s credit expansion was felt, which 
sufficiently explains the glut of money and the pressure 
on the bill rate. 

As we go to press, there is news of another complicating 
factor—the conclusion of the long-awaited {40,000,000 
French credit, on terms which must cause a considerable 
displacement of funds. Whether the Bank of France 
will employ in bills part of the balances it has agreed to 
maintain in London is still uncertain, but it seems likely 
that in any event the Bank of England will take steps to 
neutralise such immobilisation as may arise. 

In any case there is now reason to think that the 
authorities will alter their tactics in the gilt-edged market, 
and if that is so the recent abnormal ease in the short 
loan market may be expected to diminish. Nevertheless, 
the fact that none of the Treasury bill funding has yet 
had direct effect in the discount market is certainly a 
little disquietening, for, with discount rates around their 
present level, a further really drastic contraction in the 
available supply of Treasury bills would undoubtedly 
threaten the maintenance of the banks’ buying rate 
“pact,”’ despite the general “ regularisation ”’ of clearing 
bank rate policy which occurred a few weeks ago. 
Within what period, then, is it probable that the full 
effects of the funding will be felt in the market? The 
answer depends, in the first place, upon what proportion 
of the change in privately-held floating debt has been 
attributable to purchases of gold and exchange, and 
what proportion was due to applications for 2} per Cents. 
It may be taken for granted that special holdings of 
the latter will be reduced as quickly as can be done 
without undue disturbance to the gilt-edged market, 
and it seems probable that it is this problem which at 
present is most closely exercising the mind of the autho- 
tities. This particular impact upon the supply of tender 
Treasury bills may therefore be expected to operate 
fairly quickly. The other factor in the recent decline in 
“tap’’ Treasury bills—the purchases of gold and ex- 
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change—is almost wholly beyond the control of the 
authorities. These assets can be realised only when the 
present tide towards sterling begins to ebb, and at 
present it shows no sign of so doing. If, therefore, 
exchange operations were the more important cause of 
the release of bills to the market, then it is improbable 
that the supply will be withdrawn for some considerable 
time. 

Indeed, in view of the budgetary and debt problems 
which now confront Mr. Morgenthau, and of the 
menacing aspect of the French situation, it seems very 
likely that the Exchange Equalisation Account will be 
called upon to add further large amounts to its gold 
holding in the next few months, especially as this is the 
time when sterling is seasonally strong. Such purchases 
are likely to provide a valuable ‘‘ cushion’ between the 
effects of loan operations and the discount market, at 
least until such time as the seasonal increase in Treasury 
bills brings relief in the new financial year. Even so, it 
is certain that before March 31 there will be a further 
appreciable fall in the tender issue of bills. A reduction 
of only £13 millions, however, will accrue from payments 
on the new loans, for most of the March 2 instalments 
will be swallowed up by redemption of the 2 per Cents. 
on that day, whilst no further instalment falls due until 
April 3. If the Budget just balances, however, there 
will be (from Feb. 8) a reduction of £45 millions out of 
revenue. On the assumption that during this period the 
realisations of specially-held 24 per Cents. are at least 
offset by Exchange Account gold purchases (as well 
they might be), the contraction should thus be no 
intolerable burden for the market, especially as the glut 
of money may grow less pronounced. On this same 
assumption, the total issue of ‘“‘ tender’’ Treasuries at 
the end of the financial year would be £477 millions, in 
contrast with £360 millions at March 31, 1935—and 
even on the impossible assumption that the whole of the 
recent fall in the privately-held floating debt were 
restored by the end of March, the market over the year 
would still be £47 millions of bills to the good. 

In the new financial year, of course, the tension in 
the market will be relaxed. Ordinarily, no doubt, it 
would be some time before the seasonal expansion in 
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Treasury bills would suffice to balance the {29 million 
surplus cash which this April the Treasury will get from 
the last stage of its loan operations, but very soon re- 
armament bills will begin to fall thick and fast. And it 
must be remembered that last December’s operations 
were in reality a preparation for re-armament financing, so 
that in due time the market will get back all the bills 
which these loans are “ funding.’ Recently, it is true, 
the market has been alive with rumours of a second 
‘“defence’’ loan, and if those reports were reliable 
the immediate outlook for Lombard Street would certainly 
be none too happy. But the chances are all against 
such an operation in the near future—first, because the 
recent issues are still undigested, despite credit expan- 
sion; secondly, because a long queue of gilt-edged 
borrowers is waiting; and, lastly, because the recent 
issues have provided {97 millions for the Treasury’s 
requirements (in Whitehall, however, they may call 
that figure £53 millions, in view of last April’s “ gift” to 
the bill market). Nevertheless, the market must be 
prepared for further “‘ defence ’’ loans in due course, 
and the probability is that when the time comes the 
precedent of last December will be followed—there will 
be a “‘ funding ”’ issue to redeem Treasury bills in advance 
of expenditure, and not after it has been incurred. The 
result may be some spasmodic jolts in the market, but 
ultimately it will not be the loser. One incidental con- 
sequence may be noted—the Treasury’s need for future 
re-armament finance will lead it to try to keep the 
gilt-edged market “‘ sweet ’’ whatever the course of bank 
advances, a factor which will tend to help Lombard 
Street in its bond market operations. 

For the relatively short view, then, while the outlook 
for the discount market cannot be regarded as very 
favourable, it is certainly not unsatisfactory by com- 
parison with the experience of recent years. For the 
longer-term view, with which this article is not primarily 
concerned, less definite conclusions are possible. It 
would be dangerous indeed to count upon such a revival 
of international trade as would restore the commercial 
bill to its pre-slump volume and importance, and so far, 
too, the recovery in the supply of such paper—despite 
valiant efforts to popularise the inland bill—has been 
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disappointingly small. Nor, as the big rise in the Midland 
Bank’s year-end portfolio of commercial bills showed, is 
it certain that the clearing banks’ new market policy 
has reduced bank competition by as much 4s is generally 
supposed. It is hard, then, to envisage any early or 
important contraction in the market’s recently-acquired 
extensive gilt-edged market business. The actual size of 
gilt-edged portfolios at a balance sheet date is not, of 
course, a very accurate guide to the extent of a 
‘“jobbing ”’ business, but that simply makes the pub- 
lished figures the more striking. The following table, 
which expresses gilt-edged portfolios and met bill port- 
folios as percentages of net balance sheet totals (after 
deducting re-discounts), reveals very graphically just 
how far the transition has gone in the three largest 
discount houses. 


MARKET PORTFOLIOS: NET BILLS AND INVESTMENTS. 
(As Percentages of Net Balance Sheet Totals.) 


ALEXANDERS. NATIONAL. UNION. AGGREGATE. 
At aeucaaniaiaed Waesteasanm 


Dec. 31. Invest-| Net | Invest-| Net Invest-}| Net Invest-| Net 
ments.| Bills. | ments.| Bills. | ments. | Bills. | ments.| Bills. 


31-0 62°2 
31°2 63:6 
13°7t| 8o-of 


1935 51-2 
1934 52°3 
1919-33* 16-6 





* Average of 15 years. t Approximate. 

These figures speak for themselves, and the reader 
who scrutinises them will not need to ask why the 
largest discount company should have chosen this 
moment in its history to raise additional capital. We can 
be quite sure that the desire to commemorate the com- 
pany’s jubilee (which, incidentally, fell Jast year) was not 
the sole motive—at least equally powerful must have 
been the knowledge that the pressure of the time is 
inexorably pushing the bigger discount houses into Gilt- 
edged securities, and that an investment business is more 
appropriately and safely conducted on shareholders’ 
resources than upon external finance of short loan type. 
There could be no clearer indication of the direction in 
which the market is trending. 








An International Standard of 
Exchange 


By Chas. M. Kerr 


*,.* The following article represents a condensation of 
Mr. Kerr’s essay which won the prize awarded this year by 
the Institute of Bankers in Scotland. 


HE scheme put forward here is based on a moderni- 
| sation of the gold standard. Space does not 
permit any attempt to justify in detail the re- 
adoption of gold as a standard, but it is essential to make 
clear at the outset the basis on which it has been chosen. 
This basis is that any alternative, which would be a real 
improvement to gold, is impracticable. In particular, 
gold is the only standard which can operate satisfactorily 
without central autocratic control of an international 
character. A credit standard, for instance, presupposes 
such control. It is a premise of this scheme, therefore, 
that in the present-day world, when practically all 
nations are putting stability of their internal currencies 
before stability of the foreign exchanges, any suggestion 
of central autocratic control would not even be con- 
sidered by governments. On the other hand, central 
direction of some kind is a necessity of a successful 
international standard and the object of this scheme is 
to provide a gold standard which will be acceptable to 
governments and also have such central guidance. 

In the first place, any approach to a new gold standard 
should be, and is generally assumed will be, international 
in conception. It is not always realised that the gold 
standard of last century was not international in con- 
ception at all. Great Britain in 1816 put herself on gold. 
There was no question then of approaching other nations 
to agree to a common standard and the standard which 
our country then adopted only came to be an inter- 
national standard by a process of growth around our own. 
This difference of conception is important, for a large 
part of the improvement of a new standard must arise 
from a common agreement to adopt the standard on 


the same basis. 
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The basis on which it is suggested common agreement 
should be made is as follows :— 

I—(a) Gold coins shall be withdrawn from cir- 
culation within the countries which sign the 
agreement. 

(6) Redemption of national note issues in gold, 
either coin or bullion, shall be withdrawn. 

(c) Redemption of national currencies shall only 
be made by central banks to central banks. 

II1—(a) Monetary gold shall be held by central 
banks only. 

(6) Central banks shall have their fixed buying 
and selling rates as in former standards. 

(c) Gold dealings shall only be between central 
banks and central banks except as provided in 
I1I—(a) under. 

I1I—(a) Newly mined gold shall be offered to 
the central bank only of the country in which 
mined. 

(b) These central banks shall not purchase more 
from the mines per annum than a quota determined 
on a basis designed to equate the total supply of 
new monetary gold absorbed per annum to the 
average annual increase required to meet the 
average annual increase in world economic activity. 





These proposals are set out in three groups which 
correspond to the three principles which have been used 
in the construction of the new standard. 

The first principle is that all gold normally required 
and used as monetary gold must be brought into monetary 
channels and fixed there. Little need be said in ex- 
planation of this group of proposals. It is widely 
accepted that the legal right to redemption of notes in 
gold is of no value to the indivdual and that, on the 
contrary, a gold standard system is perpetually menaced, 
and the individual’s financial security accordingly, if gold 
is liable to drain from the system at the first sign of 
crisis. While gold is of no practical value in the internal 
sphere, it is still necessary for final settlements in the 
international sphere and it is limited to this use in the 
scheme. The object of the scheme is, in fact, to make a 
sort of closed circuit of gold, for once in the vaults of the 
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central banks, it cannot come out except to go into the 
vaults of other central banks. 

The second principle is that monetary gold must be 
segregated from commodity gold so that monetary gold 
shall have only one value, a monetary value. Gold, of 
course, in former standards has had two values, a com- 
modity value and a monetary value, and from diver- 
gencies in these arose most of the trouble. 

The foundations of segregation have been laid in the 
first group of proposals. By putting all monetary gold 
into the central banks and limiting redemption to that 
of central bank to central bank, monetary gold has been 
set apart in its own channels formed by the vaults of the 
central banks. Thereafter there are in effect two kinds 
of gold, monetary gold and commodity gold, with 
different purposes and not necessarily the same value. 
Of course, in the initial stages, the gold which is segregated 
into monetary gold must acquire its value from the 
general value of gold. That is to say, on a new gold 
standard being adopted, a general re-valuation will be 
made and on the basis of this monetary gold will acquire 
its value. Thereafter it can have only one value. A 
kilogram of monetary gold will always have the value 
of so many pounds or francs or dollars, subject to minor 
adjustments in the course of events. 

The third principle is that the amount of monetary 
gold coming into monetary channels must be regulated. 
In the gold standard, as we have known it, the new gold 
absorbed into the monetary system each year has been 
a quite haphazard quantity. It depended on the general 
conditions of supply and demand. It was absorbed if 
conditions were favourable or was not forthcoming if 
conditions were unfavourable irrespective of the world’s 
requirements of money. It seems obvious that so long 
as this haphazard entry is allowed we are bound to have 
an unstable standard. 

The scheme therefore proposes to introduce regulation 
in this way. First, it is essential that new gold must 
enter the system only through the central banks of the 
countries where mined, for only by this means can 
regulation be enforced. Secondly, these banks must be 
allotted an annual quota as indicated. World economic 
activity increases, normally, by a fairly steady amount 
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each year. An average figure can be determined for this 
annual increase and against this figure a calculation can 
be made of the gold that should be absorbed each year 
to create the additional monetary structure required to 
meet the yearly increase in world trade activity. Cal- 
culations already exist for these quantities. The total 
having been determined, a quota will then be allotted 
to each central bank concerned, and each year they will 
buy from the mines this quantity of gold at the fixed 
price which they have for dealings with other central 
banks. 

A new gold standard cannot hope to achieve success, 
however, merely on an international agreement as to its 
basis of adoption. The conditions under which it will 
operate must finally determine its success or failure. 

Of these conditions the most essential is some unified 
direction. There is no doubt that the comparative 
success of the gold standard of last century was due 
largely to the financial and commercial dominance of 
this country which enabled us, not to our own benefit 
alone, to impose a unity on the whole system. With 
our dominance largely gone we cannot now fulfil this 
purpose. 

The problem in establishing a new gold standard is 
to provide some means of unified direction which will 
not amount to external control of national currencies, 
for we started from the premise that this would not be 
acceptable. The solution seems to be the setting up of 
an International Monetary Commission charged with the 
duty of directing the whole system. There appears to 
be a sufficient realisation among nations now of the 
necessity for co-ordination of the working of an inter- 
national standard. The idea of such a commission may 
accordingly be put forward with confidence that it would 
find sufficient support in practice to become a reality, 
and that nations would be prepared to accept its 
guidance in the general conduct of international monetary 
affairs. This is all that is required in the way of 
management of a gold standard. Super-national control, 
besides being unacceptable, is both unnecessary and 
undesirable. Nations would not tolerate control but 
may agree to guidance. 

The type of Commission suggested is one composed 
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of, say, five members of different nationalities elected 
by the nations entering into the gold standard agreement. 
The Commissioners should be men of mature experience 
and be required to retire from all other activities. The 
Commission would have a permanent headquarters with 
Offices and Statistical and Research Departments. It 
would operate from its headquarters, but would visit 
other countries if necessary for such duties as arbitration. 

As to its functions, in the first place the Commission 
can fulfil a very useful purpose in advancing the study 
of monetary problems and the collection of the proper 
data to make it effective. This will put it in a position 
to advise governments, not only on international mone- 
tary problems, but on national. It can thus seek to 
influence nations in the adoption of better monetary 
systems for the stability of national currencies con- 
tributes materially to the stability of the international 
system. Governments can be advised on better fiscal 
policies for these are often the cause of unstable cur- 
rencies. More flexible banking systems and money 
markets can be encouraged and in this way the better 
interaction of national currencies brought about. 

Again, foreign lending is a troublesome factor over 
which the Commission can establish considerable control. 
A steady flow of international lending is very desirable, 
but if chaos is not to result the volume of foreign lending 
of a country must be related to the surplus available 
from its balance of payments. The old gold standard 
effected this in a rough and ready way by the manipula- 
tion of interest rates, but such a system is unduly dis- 
turbing to the exchanges and too approximate and 
unreliable. The Commission will be in a position to 
determine fairly accurately when a country is over- 
lending, and could allow it to rectify its position without 
disturbance of the exchanges. Similarly, if a country is 
not re-lending its surplus abroad a disturbing factor 
ensues and the Commission must seek to induce countries 
in such positions to see that their action is very short- 
sighted. In foreign lending generally the Commission 
should see that investors in all countries have sufficient 
data to make sound judgments. Lack of data is a 
prolific source of bad investment leading to failures and 
consequent disturbances. 

= 
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Lastly, in all circumstances of emergency and 
difficulty which arise the Commission will be there 
ready at once to take the initiative in meeting the 
trouble. For example, if a country’s finances collapse 
the Commission can arrange with other countries for 
assistance, either temporary or permanent. A country 
may have been dependant on some particular com- 
modity and have experienced a sudden loss of market, 
such as Chile found when synthetic nitrates were intro- 
duced. Individual nations are not usually disposed to 
help in such cases and capital for new industry is not 
readily forthcoming. There is a total collapse, therefore, 
of the country’s finances, causing repercussions on the 
whole system. The Commission can step in and organise 
the relief of such cases. 

What has been said must not be taken as exhausting 
the Commission’s possibilities. Sufficient has been said, 
however, to show that such a Commission can, without 
any of the arbitrary powers which it would never be 
granted, be effective as a unifier of the conditions in 
which a gold standard will operate and thus give it the 
necessary environment of stability which is necessary 
for its success. 

In conclusion, to complete the mechanism of the 
international monetary system an extension of the Bank 
for International Settlements seems called for. This has 
already been advocated by certain monetary authorities. 
With an improved constitution and greatly increased 
resources it would make that connecting link between 
the central banks which is essential to the smooth working 
of the international monetary system. 


The Marginal Account and a 
Costing Scheme 


By W. W. Syrett 


N my article on the ‘“‘ Economic Branch Network,” 
I published in THE BANKER, January, 1936, I intro- 
duced the concept of the Marginal Account—the 
account of a customer whose credit balance barely pays 
for the services rendered by the banker in maintaining 
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it; I suggested that such accounts, and those which are 
otherwise definitely showing the bank a loss, would be 
covered by a commission charge. I further suggested 
that costing methods might be used to determine the 
expenses involved, the basic idea being that the com- 
mission charge should more than cover the cost of 
serving customers of otherwise doubtful value. 

During the period when this country was on the Gold 
Bullion Standard (1925-31) a relatively high rate was 
being charged for loans, overdrafts and discounts, whilst 
a good return was obtained on investments. During 
that period many new accounts were taken by banks on 
terms, usually verbally arranged, that a certain minimum 
balance should be maintained, or that a certain average 
was to be kept. Since 1931 money rates have fallen to 
extremely low levels so that such minimum or average 
balances are now unremunerative. 

In assessing the value of an account the first criterion 
is obviously the gross interest which is earned by the bank 
on the customer’s balance. It is not possible to predict 
this directly from the balance sheets of any of the clearing 
banks, since current and deposit accounts appear in one 
item on the liabilities side, but in the Bank of England’s 
Statistical Index, and elsewhere in similar tables, we 
find published the total liability of all the clearing banks 
on current accounts, and a similar total of deposit 
accounts. Before dividing the total non-remunerative 
and interest-bearing assets between the two types of 
accounts it is necessary to consider one point in regard to 
the deposit accounts on which banks pay interest. The 
balances of such accounts are, in theory, only repayable 
after a period of notice: in practice it is not unusual to 
allow sight withdrawal for a small charge—usually so 
many days’ interest deduction from the interest paid to 
the depositor. The amount so withdrawn should be 
considered as covered by part of the “‘ Coin Notes and 
Balances with the Bank of England”’ asset; this is 
allowed for in the table on page 241, in which an attempt is 
made to divide up the total assets of the Clearing Banks 
in order to show the net return to the banks on sight 
balances. 

In columns (ii) and (v) of the table the asset is either 
allotted to meeting sight liabilities, or else a deduction 


z2 








240 THE BANKER 


marked (a) is made for part of the asset to cover deposit 
accounts; the remainders (marked “ (d) ’’) thus obtained 
to meet current accounts have been reduced to percent- 
ages of the current account liability of £1,064 millions, 
and in the products columns (iv) and (vii) these percent- 
ages are multiplied by the estimated earnings. Thus 
the totals of the products columns divided by 100 give 
the interest return on all the parts of assets set against 
current accounts. 

In Method (A) it has been assumed the more liquid 
assets are held to meet withdrawals from current accounts. 
In Method (B) an alternative is given by setting a larger 
proportion of sight liabilities against the less realisable 
assets which, of course, earn a higher return in interest. 
From the viewpoint of the interest-value of current 
accounts (A) may be called the pessimistic, and (B) the 
optimistic method. 

In estimating the yields of the items no allowance has 
been made for expenses, but the return on Investments 
assumes their valuation at current quotations, since any 
increase in value over cost price is a hidden capital 
reserve; the earnings of advances have been estimated 
below the probable gross rate to allow for “‘ Bad and 
Doubtful Debts.” 

It will thus be seen that the interest-value of current 
account balances may be taken to lie between 14 per cent. 
and 2 per cent. per annum. Estimates on lines such as 
mine could be made just before half-year-end and the 
rate applicable circulated to branch managers. 

Many small customers who think their bankers make 
a profit from balances of £50 would be surprised at this 
estimate : even the optimistic figure of 2 per cent. only 
shows the bank Ios. per half year as a gross return before 
we deduct the expense of carrying the account. 

The customer’s mandate by which he withdraws 
funds usually takes the form of a cheque which passes 
through the clearing house; roughly 700,000 instruments 
are handled daily, on average, by that institution. The 
cost of clearing cheques is borne in part by the collecting 
bank and in part by the paying bank. The usual alter- 
native form of withdrawal is by the encashment of a 
cheque at the counter. In any case the services of a 
cashier are utilised, since he receives the lodgment of 
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cheques paid in, pays cheques coming from the clearing 
house when he “ cancels the charge,’ and pays out cash 
from his till. Any estimate of the cost to the bank of the 
cheque system must thus include the cashier’s salary, 
the cost of maintaining the ‘“‘ Walks’ department, and 
the contribution of the bank to Clearing House salaries 
and expenses. An estimate was made privately at 
different times by two of the banks of the last item, but 
without publication of the results; it has been suggested 
that every cheque issued by a customer costs the paying 
bank more than sixpence by the time it is cleared, but 
this figure is of little value unless one knows what was 
included apart from clearing-house cost; it included no 
expense to the collector. 

Any estimated total clearing cost should be divided 
between collecting and paying bank, probably showing 
a small margin in favour of the former; if the branch 
manager can show the “ {50 balance ’’ customer that he 
has paid in twenty cheques which have each cost 5d. to 
collect, and drawn twenty which have each cost 6d. 
before they are duly paid, he is clearly justified in making 
a commission charge ; if the customer objects he can close 
his account and the bank would gain. Money rates 
would have to rise considerably before such an account 
would prove valuable apart from the commission charge, 
and although there are said to be signs of a rise in interest 
rates, it will be surprising if they rise high enough to make 
it worth while continuing present sub-marginal accounts, 
short of a reversal of the official cheap money policy. 

The provision of currency (to meet cheques cashed) 
at points where it is in greater demand than supply, by 
transfer from areas having a redundancy, would give 
rise in this country to a cost which was always present 
but never recognised, that of “ Domestic Exchange.” 
It is a recognised feature in some parts of the world—as 
in Brazil—and the provision of cash in suitable form to 
replenish tills involves banks in costs for labour, transport 
and insurance. These should be computed as a cost 
against the customer who habitually withdraws cash. 
It will be found to vary in different towns, and a fair 
discrepancy between the cost to a bank of cheques 
cashed, against those which come from the clearing house, 
is to be expected. 
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As to the practicability of costing services, it might 
be objected that the expense of the process would not 
justify it. In answer it may be advanced that a complete 
calculation is not necessary in every bank office; the 
method of taking a small cross-section has been used for 
enough statistical inquiries to prove its worth, provided 
representative offices are used for the basis of inquiry. 
The nominal method is applicable to the calculation of 
overhead charges which are not directly assessed against 
specific functions. 

It would probably be revealed that some services are 
costing too much; standing orders might be carried 
through by a large office at an expense of 2d. per payment, 
whilst in country branches a general level of four or more 
pence would prove to be the average. The value of the 
inquiry would be enhanced by the avenue it would open 
up for the extension of the “‘ Fanfold’”’ system to those 
offices still using older methods. A similar advance might 
result in connection with coupon collections, where the 
hand method is undoubtedly expensive. 

The method of payment in at one branch of lodgments 
for credit at another was recently revised as a result of a 
law case: (EF. B. Savory & Co.v. Lloyds Bank, Lid.) It is 
interesting to note that the clerical labour involved in the 
new forms adopted by the banks is thrust on the cus- 
tomer. Lodgment by this method involves more work 
than direct payment to credit and should be covered by 
any costing inquiry. 

Another service which has been revised in recent 
years by the adoption of an efficient system is the receipt 
of dividends by the banks direct from the company or 
agent paying them; nevertheless, the facility involves an 
expense by no means negligible. 

Safe custody of valuables is a function which is likely 
to give rise to interesting discussion ; a fair proportion of 
the cost of erecting a bank office must be devoted to the 
provision of the strong room. In this room is placed the 
banks own cash and other items which it holds as prin- 
cipal, and also the securities and sealed boxes for safe 
keeping in respect of which the bank claim to be gratui- 
tous bailees. If an attempt is made to assess the cost of 
providing custody for customers’ goods and chattels, 
will that position be lost? Surely it is as reasonable to 
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include the actual cost to the bank in a table justifying 
a commission charge, as to debit a customer for insurance 
of bullion in vault, which has been done. The position 
does not arise in the larger offices having up-to-date 
strong rooms, which are thus covered even if they made 
a direct charge, but it must be considered in the case of 
the smaller branch where the vault does not make use 
of the latest scientific devices. 

There are a number of banking functions which bear 
a direct or disguised charge, and therefore do not call for 
inquiry unless the bank is dissatisfied with the return on 
them. Such are the services of foreign exchange where 
the bank is principal and makes a turn in the rate, of 
Executor and Trustee, New Issue and Income Tax 
departments, where a direct charge is made. Acceptances, 
Credits and Guarantees are also the subject of an ad 
valorem charge. 

The tabulation of charges would be invaluable to the 
branch manager at the half. -year-end ; it would be possible 
for him to assess each account if he were given a round 
figure of interest-value applicable to small accounts, 
together with a list of estimated costs of each service. 
It would not be necessary for him to apply the rule 
to all the accounts in his ledgers, since many of them will 
be of obvious value; in other cases a commission will 
have been agreed, and provided his table does not reveal 
an unremunerative position calling for a revision of such 
agreements, the charge is an automatic one. The table 
would be primarily applicable to the marginal and sub- 
marginal case, which would stand out fairly obviously 
to a man of his experience. 

There is in operation in some provincial towns a 
system of commission on turn-over and/or a charge per 
ledger folio. This system leads to abuses and does not 
make for an extension of the banking system. Where a 
commission is charged on turn-over the customer tends 
to carry cash, a risk which the bank should take, and a 
deterrent operates against the extension of payment by 
cheques. Where a charge is made according to folios 
used, various devices for minimising the charge have been 
employed by customers suffering it, but the main objec- 
tion is that it charges the valuable account equally with 
the sub-marginal, except where a sliding scale operates. 
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It is arguable that a system of commission according to 
a just table of charges would in any case be preferable. 

An American critic of our system advances the 
opinion that the charges now made are calculated by 
rule of thumb, varying at the discretion of branch 
managers to such an extent that charges, even in the 
same town, would vary considerably; he suggests the 
need for uniformity which is the critique one would 
expect to emanate from a “ One-Price Country.”’ Mean- 
while, the branch manager would welcome some rule 
by which to measure his commission charge, and would be 
materially assisted by it to ensure that every account 
paid for its keep. 

The scheme of costing here outlined is an alternative 
to that suggested in THE BANKER for May and June, 
1935. In my opinion the defect of that scheme lies in the 
assumption that the cost of each service resulting in a 
debit entry is equal, whereas, in point of fact, a debit for 
purchases of shares or foreign exchange might represent 
an operation of positive profit to the bank. Moreover, 
it does not sufficiently differentiate between the customer 
who pays in few cheques but draws many (e.g. the 
quarterly-salary earner) and him who pays in many 
cheques but draws few (e.g. Mail Order house). In the 
present scheme the manager looking through the accounts 
would proceed in the following manner :— 

CUSTOMER X: value of balance on interest basis 
£2 for the half-year 
Cost to bank of serving X :— 

Twenty cheques collected @ 5d. each ‘ 

Paid cheques through clearing, 40 @ 6d. each 

Cheques cashed, 6 @ gd. each 

Banker’s references given, 2 @ 8d. each 

Drawn Bond collected 

Coupons collected, 24 @ 1d. each 

Standing Orders, 3 @ 3d. each 

Safe custody... i 


Pp. 


NHHA OO OO 
owouooh oot 


un 


£2 
(This assumes that postages are not debited separately.) 


Then a charge of a guinea or half a guinea, according 
to relevant instructions, ensures that the account has not 
caused the bank a loss. 
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In conclusion, the staff would like to see penalised in 
some way, in this table, the customer who can only find 
it convenient to visit the bank at 3.29 p.m. on weekdays 
and at I1.59 a.m. on Saturdays. 


Internationalisation of the London 
Discount Market 


By Paul Einzig 


FEW years ago the writer of this article was 
A approached by a German friend with the request 

to compile a list of a few dozen books giving an 
historical account of the development of the London 
discount market. Much to his dismay the writer had to 
confess that there had not been one single book ever 
published on the subject let alone a few dozen. To a 
German this sounded incredible, for German financial 
literature is much more specialised than English, and 
historical accounts are published on subjects of much less 
importance than the London discount market. Here 
in England those who possess the adequate knowledge 
to write a good book on some subsection of the financial 
system usually cannot be bothered to do so or they do 
not possess the faculty of writing, or if they are 
employees of large organisations, they are not at liberty 
to give away too much. It is a remarkable thing that 
no book was written on the history of the Bank of 
England until a Greek economist, Professor Andreades, 
wrote one. The English and Scottish investment trusts 
had been in existence for many decades and had 
acquired world-wide reputation before it occurred to an 
American, Mr. Laurence Speaker, that it was high time 
to write a book about them. And had Mr. W. T. C. King 
not undertaken to write a long overdue history of the 
London discount market,* the task would probably 
have been accomplished sooner or later by some con- 
tinental admirer of the British financial organisation. 
It is gratifying that in this respect at any rate foreign 


* History of the London Discount Market. By W. T. C. King. 
15s. net. 





LONDON DISCOUNT MARKET 247 


financial writers did not steal a march on their British 
colleagues. 

It must be stated at the very outset that Mr. King 
has accomplished his task remarkably well. His daily 
contact with the discount market during a number of 
years coupled with a good theoretical background and 
an untiring patience for research made him particularly 
qualified for the task. As his book shows, he combines 
to an exceptional degree a knowledge of technical details 
and the capacity to see them in true perspective in 
relation to broader problems. He knows what is going 
on in Lombard Street; he can explain it in terms which 
should be understandable to the uninitiated; and he 
can comment on it in a way that is interesting and 
stimulating for the professional economist. 

To the writer’s mind the most interesting part of the 
book is the one dealing with the international aspects 
of the London money market. It is not generally known 
that until about the early sixties of the last century the 
extent to which interest rates in London and the British 
credit structure was influenced by the international 
factor was very limited. ‘ In days when mails to New 
York took at least a fortnight and when cable transfers 
were unknown a rapid adjustment of rates was im- 
possible’ says Mr. King. “ Even in the late ’fifties, it is 
clear that international influences upon the discount 
market were seldom felt except at moments of special 
stress, or when the differential between London and 
foreign discount rates had become abnormally wide; 
there was no regular or sustained relationship between 
the different rates, and in the short run the importance 
of foreign factors as London rate determinants was 
probably not great. Wide rate disparities were common 
between London and even the more highly developed 
Continental commercial centres, such as Hamburg and 
Paris. Nor was there in foreign centres any very large 
volume of mobile balances, so that foreign-owned 
short-term funds in London were exceptionally suffi- 
cient to provide any important menace to market 
stability. It is well recognised that extreme stringency 
or crisis abroad was bound to have its reactions upon 
London, but even as late as 1859 the idea that there 
must be day-to-day sympathetic movements between the 
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various markets, in normal as well as abnormal times, 
was still regarded as comparatively new. . . . Moreover, 
it is clear that at this period foreign bills formed only a 
small proportion of the total outstanding at any one 
time—for the middle ‘forties the proportion had been 
estimated (by Newmarch) at under 14 per cent.” 

“From the early ‘sixties, however, various new in- 
fluences, and a general quickening of the tempo of 
economic life, contributed to a great expansion of inter- 
national finance, and to a growing economic inter- 
dependence of nations which, within very few years, 
made each of the leading money markets simply a part 
of a great international market. Possibly the most 
important single cause of this change was a new develop- 
ment of the system of foreign Government loans.” 

The result of foreign Government borrowing in 
London was the creation of large foreign floating sterling 
balances, whether temporary or permanent. Other factors 
also tended to produce the same effect. In particular, 
the payment of the French war indemnity to Germany 
after the war of 1871, payment which was made mainly 
in the form of bills on London, placed in the hands of 
the German Government the command of enormous 
floating balances in London, which balances were lent 
on the market pending their repatriation in gold. 

Within a decade from the crisis of 1866, London had 
become completely transformed into a truly international 
market. As a result, her discount market had become 
much more sensitive than ever before to external 
influences. In 1878 the amount of sterling acceptances 
regularly held on the Continent was estimated at between 
fifty million and sixty million pounds—a very consider- 
able figure for those days. Thus, at the first sign of 
stringency in any continental market or upon any 
sudden decline in money rates in London, a substantial 
volume of bills could be sent for immediate discount in 
London. As Bagehot pointed out, the existence of these 
claims made London liable to violent and sudden fluctua- 
tions in discount rates. In this connection, Mr. King 
raises a very interesting point to which no adequate 
attention has hitherto been paid. According to him, the 
acute sensitiveness of discount rates in London is attri- 
butable to the existence of a special discount market 
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consisting of discount houses which employ largely funds 
borrowed by means of short-term loans, and employ 
these funds mainly for the acquisition of bills. They 
were compelled always to employ the whole of their 
resources, and as their profits depended not upon the level 
of interest rates but upon the margin between borrowing 
and lending rates, it was a matter of indifference to them 
that their demand for bills depressed rates unduly so 
long as there was a corresponding fall in short-money 
rates. Even if unduly keen competition for bills narrowed 
their profit margin, the loss on that account was small 
compared with keeping balances idle. Conversely, in 
times of stringency it mattered little for the discount 
houses if their demand for loans forced money rates up, 
for discount rates would also rise. As a result of the 
operation of this system, even a small change in the 
credit supply caused by foreign influences often produced 
a very marked effect on rates. 

Another reason why, during the last three decades 
of the nineteenth century, the discount market became 
increasingly sensitive to international influences was the 
fundamental change of the basic function of discount 
houses during that period. Until about the ’sixties the 
main task of the bill market was the financing of home 
trade. By the close of the century, however, the discount 
market had become primarily an instrument of external 
finance and only secondarily one of domestic finance. 
The main cause of this vital change was the growth of 
international financial activity in general and the expan- 
sion of world trade in particular. While this influence 
was responsible for the increase in the volume of inter- 
national bills, the decline in the volume of domestic bills 
in the London market was, in the first instance, due to 
the diminution of rediscounting on the part of country 
banks. The rapid growth of first-class provincial banks 
enabled them to abstain from rediscounting at all normal 
times. Indeed, by 1875 the Liverpool banks, for instance, 
which had formerly been the largest rediscounters, were 
regularly very large lenders in the London market, 
and rediscounting was practically never done by them. 
While this change in practice did not, of course, neces- 
sarily involve a reduction in the total supply of domestic 
bills, it did involve a reduction in the quantity sold in 
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Lombard Street. The discount houses made efforts to 
recapture this lost business but were unable to do so 
mainly because of the movement of bank amalgama- 
tions during the last decades of the nineteenth century. 
The expansion of branch banking enabled many banks 
to perform within their own organisation the equalising 
function for which the bill market had previously been 
indispensable. Thus while the volume of foreign bills 
increased, that of domestic bills declined and owing to 
this dual tendency the sensitiveness of the discount 
market to international influences increased. 

Yet another factor which tended to increase the 
degree to which the London discount market was at the 
mercy of international influences was the development 
of the Treasury bill. While the small trade bill had 
never been negotiable abroad, a Treasury bill came to 
be greatly sought by continental bankers and was often 
held largely in foreign portfolios. Inthe autumn of 1900 
French purchases of bills in London were estimated at 
thirty million pounds of which about half was believed to 
consist of Treasury bills. The next year Sir Felix 
Schuster estimated French balances in London at between 
fifty million and seventy million pounds and considered 
that an influx of French money was the main cause of a 
marked discrepancy between the bank rate and market 
rates. 

The American crisis of 1907 for the first time brought 
home the extent of London’s transformation into an 
international centre. ‘‘ In that year” says Mr. King, 
“the panic demands for gold which swept America and 
almost these demands alone (for the United Kingdom 
domestic position was comparatively sound) imposed 
tremendous strain on the Bank’s reserve and forced 
bank rate up from 4$ to 7 per cent.—its highest since 
1873—in little over a week. So violent an impact 
inevitably led to condemnations of the system which 
permitted the market to be thus susceptible to foreign 
influences. But several prominent bankers and with 
them The Economist, rejoiced in that susceptibility, 
holding it an indication that the London market is 
a live market and that nothing should be done to remedy 
what is not a defect but a virtue.”” Those who held such 
views rejected the idea of a strong gold reserve to reduce 
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the extent to which the London market is exposed to 
foreign influences. Mr. King himself endorses this 
attitude on the ground that “ the crisis had revealed a 
surprising strengthening in the effectiveness of bank 
rate whose drastic increase had within a few weeks 
attracted large amounts of gold from all quarters.” 
Regarded from the narrow point of view of the discount 
market or even of the international banking community 
in London as a whole, this was doubtless something to 
be pleased about. Strangely enough, in those days the 
fact that a rising bank rate caused by the excessive 
sensitiveness of the discount market to international 
influences inflicted undeserved penalties upon home trade 
did not carry much weight with those in authority. 
Possibly this was because in those days British trade was 
on the whole steadily prosperous and it could afford to 
stand the strain inflicted upon it by high bank rate due 
to international influences. In our days when a long 
period of depression has taught us to appreciate the 
importance of unemployment returns and other indices 
of domestic trade activity, these things are beginning to 
be viewed in a different light. 

Some of the inferences that can be drawn from 
Mr. King’s very instructive chapter on the growth of 
the international money market would not meet with 
his approval. It is greatly to his credit that he did not 
allow himself to be influenced in his capacity of impartial 
historian by his leanings towards the classical doctrines. 
He recorded the facts as he found them irrespective of 
whether they were suitable to be used as evidence 
against the system he stands for. As a result, those 
anxious to look for ammunition for the purpose of 
criticising the excessive internationalism of London 
will find an ample supply in Mr. King’s book. The 
arguments based on Mr. King’s facts are likely to carry 
all the more weight since it was evidently not the 
author’s intention that his facts should be made use of 
for such purposes. 
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Life Assurance in 1935 


By F. G. Culmer 


HE spectacular showing of the Life Assurance 
companies’ new business returns for 1935 is to a 
certain extent traceable to the continuance of cheap 
money. When the rate of interest obtainable on first- 
class Stock Exchange securities is inordinately low, and 
it is therefore extremely difficult for the investor to 
place his spare capital in an adequately remunerative 
investment, combined with the necessary margin of 
safety, the counter attractions of life assurance are bound 
to appeal with irresistible force to the public. To the 
small investor life assurance offers unrivalled facilities 
for the investment periodically of comparatively small 
sums of money at acceptable rates of interest, and there 
is no doubt that the investment aspect of life assurance 
is nowadays a more popular factor than ever in the 
estimation of the general public. 

National prosperity has, of course, been directly 
responsible for the larger amount of public support 
devoted to the protective element of life assurance. 
In this connection the life offices by reducing their rates 
of premium and in devising new and more attractive 
forms of whole-life policies have extended their facilities 
for ensuring the welfare of people’s dependants. Apart 
from the vast expansion in the volume of money expended 
by the community as a whole in the varying forms of 
life assurance, the economic effect of which to the nation, 
as well as to individual members of the community, 
cannot be over-estimated, there has been an unabated 
demand for annuities, and the freedom with which the 
latter are provided testifies to the admirable services 
rendered by the life offices in the interests of a large and 
most deserving section of the public. 

In the table accompanying this article are given the 
net sums assured by fifty-three British life offices in 
1935 under new ordinary ‘life assurance policies. With 
only four exceptions, all these offices show an increase, 
and in most cases a substantial increase, over their 
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corresponding figures for 1934. The total sums assured 
last year amounted to {212,424,884, which represents an 
increase of nearly {16,600,000 as compared with the 
previous year. Only a very few companies failed last 
year to establish new individual records in new sums 
assured after deducting reassurances. 

The 1935 aggregate compares with £196,834,635 in 
1934, and {169,522,953 in 1933. Thus, during the last 
three years the new net assurances effected by the British 
life offices have amounted to the magnificent total of 
£578,782,472. Although these figures include the business 
transacted abroad by the various life offices, it may be 
concluded that a very large proportion of the total has 
been effected in this country, in which the steadily 
increasing demand for life assurance is a most satisfactory 
feature. This notable fact is clearly indicated by the 
all round progress of the life offices, as shown in the 
following tabulation :— 


Net sums Inc. (+) or Dec. 
assured (—) as compared 


in 1935. with 1934. 
£ £ 


HoME OFFICES— 


Alliance 

Atlas... 

Beacon 

Blackburn 

Britannic 

British Equit able 

British General 

Caledonian 

Clerical Medical & Gene ral . 
Commercial Union 
Co-operative .. 

Eagle Star 

Equitable Life . 
Equity & Law Life .. 
Friends’ Provident & Century 
General Life .. 

Gresham Life. . 

Guardian , 

Law Union & Rock . 

Legal and General 

Life Association of Scotland. . 
Liverpool & London & Globe 
Liverpool Victoria , 


3,580,000 
3,600,000 
1,049,374 
352,000 
3,654,000 
866,644 
760,485 
1,681,261 
2,500,000T 
5,119,903 
3,334,026 
2,754,080 
I,300,000f 
3,945,317 
2,430,150 
2,884,787 
3,300,000T 
1,584,760 
2,283,881 
15,674,233 
1,568,013 
2,460,000 
3,827,590 


+ Approximate. 


9,939 
355,291 
171,139 

2,000 

12,492 
80,086 
100,011 
194,426 
360,608 
489,222 
230,573 
350,417 
159,751 
1,035,740 
780 
44,495 
696,799 
15,699 
121,476 
1,032,667 
38,479 
100,517 
345,470 
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London Assurance 
London Life .. 

London and Scottish 
Mutual Property Life 
National Farmers’ Union 
National Mutual 
National Provident .. 


North British & Mercantile. . 


Northern es 
Norwich Union Life . . 
Pearl .. 

Phoenix : 
Provident Mutual 
Prudential 

Refuge 

Royal .. a en 
Royal Exchange ae 
Royal London Mutual 
Scottish Amicable 
Scottish Life .. 
Scottish Provident 
Scottish Temperance 


Scottish Union & National .. 


Scottish Widows 

Standard Life 

Sun Life a 
United Kingdom Provident 
University Life ; 
Wesleyan and General 
Yorkshire bea 


Net sums 
assured 
in 1935. 


964,551 
1,630,000 
5,500,000 
1,544,515 

10,750,0007 
8,598,047 
3,777 ,000F 
2,272,415 

27,800,000T 
8,456,000 
4,904,696 
4,350,157 
5,510,060 
1,967,819 
2,153,000 
3,204,736 
1,445,000 
3,604,018 
4,463,000} 
3,912,286 

17,423,364 
4,551,106 

206,688 
1,793,249 
2,430,353 


Inc. (+) or Dec. 
(—) as compared 
with 1934. 


£ 
387,141 
302,255 
795,937 
292,149 
118,366 
125,278 
95,409 
213,627 
272,518 
577,858 
256,078 
62,766 
244,601 
3,771,217 
51,271 
254,865 
601,894 
505,274 
121,480 
367,547 
200,009 
12,337 
459,550 
354,403 
423,591 
982,739 
502,447 
7,080 
204,558 
149,190 


+ Approximate. 


As usual, the Prudential leads the way with a most 
impressive total, and incidentally shows by far the 
biggest increase on the year. One would naturally 
expect the Prudential with its widespread organisation 
to maintain its splendid tradition in this respect, and 
similarly the other industrial offices have done pro- 
portionately well, the whole group claiming nearly 
£60,000,000 of the new assurances. The only absentee 
in this group from the above list is the London and 
Manchester, whose accountancy period does not end 
until towards the close of March. This company has 
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for a long time past transacted a very large and steadily 
increasing ordinary life business; in 1934-35 its new 
business total was £4,459,550, and during the last seven 
completed years it issued 206,833 policies for sums 
assured of £24,398,349. 

Next in order to the Prudential in point of magnitude 
of business come the Sun Life, Legal and General and 
Norwich Union, who occupied the same positions a year 
ago. It is worthy of mention that the Sun Life’s business 
is entirely limited to this country, and its large total 
is thus all the more remarkable. While our table shows 
a decline of £982,739 in the sums assured by this society 
last year, it may be explained that this apparent falling 
off was due, as the chairman stated at the recent annual 
meeting, to the absence of some exceptionally large staff 
schemes comparable to those effected in 1934. Apart 
from those the new sums assured in 1935 were greater 
in amount than those in 1934. 

Of the Legal and General’s {15,674,233 total of net 
sums assured, ordinary life business amounted to 
{6,617,175, and decreasing term and group assurances 
to £9,057,058. Inasmuch as this society confines its 
new life business to without-profit policies its achievement 
last year was distinctly meritorious. The Norwich Union 
is one of those famous offices which continue to forge 
ahead in their business with abundant credit to themselves 
and increasing usefulness to their expansive bands of 
policy-holders. A year ago it had set the seal on its fame 
by crossing the ten-million mark, and it is now well on 
the way to the eleven-million figure. The greatest 
proportionate increase in new business is shown by the 
Equity and Law Life, whose total of £3,945,317 represents 
an expansion of {£1,035,740—very remarkable growth. 

The Dominion offices continue to operate in great 
rivalry with the home offices in the United Kingdom, 
and the sums assured in 1935, though falling short of the 
1934 figure by over £2,000,000, amount to the substantial 
total of £15,540,510. These offices, whose names are 
mostly household words in this country, were more 
actively successful last year so far as their total new 
business was concerned, the aggregate net sums assured 
amounting to £132,261,420, and exceeding by {6,267,173 
the corresponding total for 1934. 
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Net sums Inc. (+) or Dec. 
assured (—) as compared 


in 1935. with 1934. 
DOMINION OFFICES— £ £ 
Australian Mutual Provident .. 18,738,925 + 5,007,248 
Ditto, U.K. only .. - .. Not yet known 1934 374,303 
Canada Life .. - - .. 10,808,600 — 244,800 
Ditto, U.K. only .. ss ‘a 2,562,100 — 206,000 
Colonial Mutual i ‘3 ~s 38,007,236 + 2,332,236 
Ditto, U.K. only .. sie a 2,645,303 + 118,838 
Confederation Life .. = a 9,800,000F + 155,000 
Ditto, U.K. only .. rf me 1,474,000T — 236,000 
Imperial of Canada .. a AG 4,934,413 — 827,684 
Ditto, U.K. only .. a 631,663 — 48,803 
Manufacturers Life of Can: ida -. 322,601,350 + 277,304 
Ditto, U.K. only .. oy 1,000,498 32,879 
Mutual Life & Citizens of Australi: Biss 4,838,871 + 621,286 
Ditto, U.K. only .. ‘ - 190,013 + 27,693 
National Mutual of Australasia .. 10,137,325 + 1,017,718 
Ditto, U.K. only .. Pe 1,610,163 + I91,155 
Southern Life Association of Africa. . 3,279,700 -+ 529,700 
Ditto, U.K. only .. ms sia 106,780 — 43,470 
Sun Life of Canada .. 5 .. 45,015,000 — 3,485,000 
Ditto, U.K. only .. iia ne 5,520,000 — 200,000 


7 Approximate. 


When one reflects upon the big difference between the 
yield on British Government securities at the present 
time and the income derivable from an annuity no 
surprise will be occasioned by the public demand for the 
latter. In the December issue of THE BANKER I dealt 
at some length with some of the more attractive forms 
of present-day types of annuity featured by the guaran- 
teed return to the annuitant’s estate of a considerable 
proportion, and in some cases the whole, of the capital 
invested, and it is evident from the figures shown by the 
life offices which specialise in this class of business that 
the facilities thus offered to the public have aroused a 
ready response from those people to whom a maximum 
income from this source is necessitous. 

Of these specialist annuity offices Equity and Law 
Life again comes first in respect of purchase money with 
£2,398,634, as against {2,055,899 in 1934; Prudential 
second with {2,300,000 (against £1,900,000), and Legal 
and General third with {1,000,900 (against £1,616,242). 
Others with substantial connections are Friends’ Provi- 
dent, £858,000; Sun Life of Canada, U.K. only, £780,000; 
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Atlas, £590,000; Standard, £547,828; Pearl, £274,499; 
London Life, £168,340; Confederation Life, U.K. only, 
£158,000; Gresham Life, £144,000; and Sun Life, 
£135,318. 

Twelve months ago, in concluding my article in 
THE BANKER on Life Assurance in 1934, I wrote :— 
‘“‘ Great as was the progressive movement in life assurance 
last year, there is tremendous scope for further extension 
of its benefits to the community, and for this reason there 
is every prospect for the life offices to look forward to 
another bumper year in 1935.’ That forecast has been 
fulfilled, and I have no hesitation in predicting another 
fruitful year in 1936, although I fully recognise that any 
material change in investment conditions might possibly 
have the effect of partially diverting resources which 
might otherwise find their way into the funds of the 
life offices. Sir William Goschen, chairman of the 
Sun Life Assurance Society, at the recent annual meeting, 
observed that the financial developments of the past 
year suggested that the era of falling interest rates might 
be drawing to a close, and his is not an isolated opinion 
that market conditions may gradually become more 
beneficial to the investor. Improving trade would natur- 
ally act as a magnet for investments in the industrial 
sphere, and the big invasion of fixed trusts into the 
investment arena suggests that herein lies a potential 
counter attraction for the small investor who in the last 
year or two has found in life assurance a satisfactory 
outlet for his available resources. 

The life offices themselves have not, of course, been 
immune from the prevailing investment problems, 
although, as big investors, they have superior opportuni- 
ties for spreading their commitments and thereby main- 
taining and increasing their interest revenue. It was 
owing to investment difficulties in the main that they 
found it necessary last year to modify to a moderate 
extent their premium rates on short term endowment 
assurances which, however, still show an _ excellent 
investment return, and cannot fail for that reason to 
attract the public. In any event a change in investment 
conditions would almost inevitably be gradual in its 
progress, and meanwhile the investment factor in life 
assurance has become so firmly rooted in the estimation 
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of people of limited means that a suggestion of its ready 
abandonment for other channels of investment which 
cannot possibly have comparable security values, could 
scarcely be taken seriously. After all, the essence of life 
assurance is its splendid security, and from that point 
of view it will never have its equal in any shape or form. 

Life assurance in its most primitive form operates 
in a providential manner for the multitudes of people 
who have no other means of providing for the welfare 
of their dependants; of course, there is no better way 
of achieving that praiseworthy object. Whole-life assur- 
ance as applied in the Family Income type of policy 
has proved beyond all question that its popularity is 
never likely to wane, because it is the only accessible 
means for a man of limited resources of ensuring a 
suitable income for his widow and family in the event 
of his premature demise. New generations are constantly 
springing up, the wealthy as well as the poor are in daily 
need of life assurance in one form or another, and it is 
obvious therefore that the universal demand for it will 
continue to bring in the future a large influx of new 
business for the life offices. 

The public need of house-purchase facilities in connec- 
tion with life assurance continues to prove an active 
feature of business scope for the life offices, whose enter- 
prise in this respect is reflected in their various compre- 
hensive schemes. Mention may appropriately be made 
of the Legal & General’s “‘ Mortgage Safeguard ”’ scheme, 
which has a special significance to the requirements of 
bank staffs. It is an arrangement whereby a life policy 
is effected so that in the event of the death of the borrower 
during the mortgage term his dependants are freed from 
the anxiety and liability of continuing the repayments. 
The object of the policy is to provide an income sufficient 
to continue the repayments and eventually liquidate the 
debt. If the borrower outlives the mortgage term he has 
the option of continuing the assurance, which would 
provide a substantial capital sum at his death, or alter- 
natively, he could take the cash surrender. This is an 
inexpensive form of protection, and there is a real need 
for it. 

It mayappear curiously strange that while the majority 
of life offices are prone to look askance at annuity business, 
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others in the minority are by no means averse to accept 
almost as much as is offered them. The explanation lies 
apparently in the different angles from which the future 
trend of interest-rates are regarded. One can perfectly 
understand the reluctance of some offices, whose belief 
exists in a protracted period of low interest rates, to pay 
a much bigger rate of income on annuity contracts than 
they can procure in interest on their invested funds; 

but it is evident that others are not believers in a more 
or less permanent era of low interest rates and if, as 
I am inclined to think, the latter school of thought 
may prove to be correct, those who are now specialising in 
annuities will have no occasion to regret their present 
policy. 

Similarly, single premium life business is eschewed 
by some offices and not discouraged by others. The 
why and the wherefore must seem almost inexplicable 
to the man in the street. I can visualise actuarial 
opinion being opposed to any possibility of the undue 
taxing of reserves in these connections, but is there 
nothing to be said for the opposite view that by enlarging 
its funds even in the manner suggested, an office can 
achieve the desired object of widening its scope of in- 
vestment so as to increase its interest earnings, without 
jeopardising its security ? 

Whichever view may be taken, and however invest- 
ment conditions may trend, the public fortunately has 
every reason to be supremely confident in regard to the 
well-being of life assurance and the security of the funds 
invested init. The life offices are successfully functioning 
in the role of investment trusts, and their expert manage- 
ments leave nothing to be desired. The forthcoming 
reports and balance sheets of the various offices will 
reveal as usual a very high state of financial stability and 
a condition of improved reserve strength. 


Appointments and Ketirements 
Bank of Scotland 


The Marquess of Linlithgow has intimated his resigna- 
tion from the Board of the Bank of Scotland following 
upon his appointment as Viceroy of India. 
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National Provincial Bank 
Lord Aberconway has been appointed a Director of 
the National Provincial Bank. 


Union Bank of Manchester 

Mr. Richard Bond has been elected to succeed 
Mr. Allan H. Bright as Deputy-Chairman of the Union 
Bank of Manchester. Mr. Bright, who has held this 
position for many years, retains his seat on the Board 
of the Bank. 


Union Discount Company of London 

Sir W. H. Goschen has on the invitation of the Board 
accepted the Chairmanship of the Union Discount 
Company of London. Sir Harry Goschen is a partner 
in Goschen and Cunliffe, Merchant Bankers, and Chairman 
of Sun Life and Sun Insurance, Anglo-Celtic Trust and 
other companies. 


Williams Deacon’s Bank 

Mr. Thomas Frederick Tattersall has been appointed 
Deputy-Chairman of Williams Deacon’s Bank Ltd., 
in succession to the late Mr. Benjamin George Wood. 
Mr. Tattersall is Chairman of the Directors of the 
English Sewing Cotton Co., Ltd., and a Director of the 
Manchester Royal Exchange, Ltd. 

Mr. J. M. Thomson, Deputy-Manager of the Royal 
Bank of Scotland, London City Office, has been appointed 
Joint Assistant General Manager of Williams Deacon’s 
Bank, Ltd., with Mr. W. C. McGrath. 

Mr. William Scholes, an Assistant Inspector of 
Williams Deacon’s Bank, Ltd., has been appointed 
Sub-Manager of the St. Ann Street, Manchester, Branch 
of the Bank in succession to Mr. J. H. King, who has 
been promoted to a post with the Royal Bank of Scotland, 
Edinburgh. 


American Banking 
By a Correspondent 


HE enactment by Congress over President Roosevelt's 

veto in the latter part of January of legislation 
to pay war veterans a bonus in the form of 
“baby bonds” of $50 denomination, convertible into 
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cash at all post offices, set in motion a wave of inflation 
talk. 

Rumours of projected currency moves had been 
circulated since the beginning of the year, but with the 
enactment of the bonus the talk became more insistent 
and two schemes for issuance of currency took shape in 
the hands of the inflation and farm blocs in Congress. 
One, sponsored by Representative Patman of Texas, 
calls for issuance of currency to pay the bonus, the total 
cost of which may come to $2,400 millions; another, 
sponsored by the farm bloc, calls for the refinancing of 
farm mortgages through farm loan bonds which national 
banks and Federal Reserve Banks would be required to 
purchase. In case all the necessary funds were not forth- 
coming in this fashion it would require the issuance of 
$3,000 millions of new currency to finance the operation. 

In general the argument of the inflation group in 
Congress is that the country has over $11,000 millions of 
gold and silver reserves, and less than $5,700 millions of 
currency outstanding. Another $5,000 millions or so of 
currency therefore could safely be issued while still 
maintaining a 100 per cent. metallic reserve. 

On the surface there appears little likelihood that 
either of these schemes could be carried out. The 
Administration has, by divers indications, shown that it 
has no stomach at this time for further monetary experi- 
ments. This, however, is but small comfort to the 
financial community, for the Administration has pre- 
viously shown that it is capable of capitulating very 
quickly to a strong demand in Congress for inflation 
moves. The most disquieting circumstance is that, 
failing the issuance of currency Congress will be faced with 
the painful task of levying new taxes in an election year. 

Nevertheless the rumours seem to have gained more 
credence abroad than at home. They resulted in a decline 
in the dollar which eventuated in gold shipments to 
France and Holland early in February. These exports 
were plainly welcomed by the Treasury which hastened 
to facilitate them. They were welcome for several 
reasons. In the first place they seemed to provide an 
answer to recent complaints made in France that the 
United States stabilisation fund had in some way pre- 
vented gold from flowing to Paris, while facilitating gold 
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exports from that market. In addition they helped to still 
the inflation talk. Finally they contributed in a small 
degree toward the reduction of excess bank reserves, 
thereby checking the agitation for prompt measures to 
reduce these reserves. 

The Treasury gave other signs that it was sensitive 
to the charge that it was blocking any measures to reduce 
excess reserves. Late in January it embarked upon 
a programme of enlarging its balances on deposit with 
the Federal Reserve Banks by withdrawing some of 
its deposits from commercial banks. The programme 
contemplates the maintenance of the Treasury deposit 
with the Reserve Banks at about $500 millions. This 
course can offer no permanent solution of the excess 
reserves problem, but by keeping the total of excess 
reserves from rising to new high levels, as it would other- 
wise have done, the programme helps to keep the matter 
of excess reserves in the background. 

In the meantime the new Federal Reserve Board, 
as provided for in the Banking Act of 1935, has taken 
office and the question of future credit control is now in 
its hands. With Mr. Marriner S. Eccles, continuing as 
chairman of the board and obviously the most forceful 
member of the body, no great change of policy is to be 
expected. The new board, while by no means a brilliant 
group, is looked upon in financial circles as “‘ very good 
under the circumstances.” 

As one of its last acts the retiring board ordered an 
increase in stock market margin requirements from 45 per 
cent. to 55 per cent., in an apparent effort to put a damper 
on the rise of stock prices induced by inflationary senti- 
ment. Since little credit is being employed to finance 
the rise the move had no effect. Prices have continued 
to rise. 

General business conditions showed a slight deterio- 
ration in the first month of the year but there has evidently 
been no change in the prevailing expectation of a year 
of further improvement. The annual meetings of the 
large banks were, as expected, very quiet. The earnings 
showings were poor, but that was no surprise. 

The demand for bank credit continues virtually 
non-existent and there is a growing realisation that this 
condition is largely due to the great expansion of bank 
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deposit money created by the deficit financing of the 
government. 

The following table shows the principal changes in 
deposits and loans and investments of reporting member 
banks of the Federal Reserve in rot leading cities in the 
past month and year: 

(In millions of dollars) Increase or decrease 

since 
Jan. 29, Dec.31, Jan. 30, 
1936. 1935- 1935. 

Demand deposits, adjusted ‘a 14,017 +129 +2,334 

Deposits of foreign banks ... rom 427 — 16 + 248 

Total loans and investments a 20,995 +100 +-1,491 

Loans on securities ... ate ie 3,128 —146 — 4 

Other loans ms — an 4,871 —104 - 20 
U.S. Government direct and indirect 

obligations ve ven doe 9,827 +233 L 1,353 

Other securities a: oy a 3,169 +117 + 162 

Reserve with Federal Reserve Banks 4,843 +246 +1,220 


As has been the case month after month, such expan- 
sion as has occurred in the total of outstanding bank 
credit has been the result of investments rather than of 
loans, particularly investments in government securities. 

Among bankers there is increasing recognition of the 
fact that fundamental changes have taken place in their 
business. Banks are becoming more and more like 
investment trusts and the traditional function of supplying 
short-term credit occupies a constantly diminishing 
proportion of their assets and operations. 

This trend is not altogether new, but has been in 
progress for at least ten years. In the discussions held by 
the various banking organisations a few men are begin- 
ning to argue that these changes in the character of 
banking call for a fundamental revision of the bankers’ 
point of view and probably for changes in the organisation 
and regulation of banking. But as yet they are a small 
minority ; the majority of bankers continue to think and 
talk in terms of short-term commercial credit and to 
look upon the changes of recent years as a product of 
error on the part of bankers and the public alike, an error 
which will ultimately be realised. 
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French Banking 


By M. Mitzakis 


URING the month of January the situation of 
D the French money market became easier. Money 

rates declined to a noteworthy extent. Their fall 
was not due, however, to repatriation of capital or dis- 
hoarding, but was merely the consequence of the reduction 
of the bank rate. The Bank of France lowered its re- 
discount rate from 6 to 5 per cent. on December 31, 
to 4 per cent. on January 9g, and to 3% per cent. on 
February 6. This reduction was not made necessary 
by the decline in the market rate of discount. On the 
market rates remained in the vicinity of the official 
rate so that the Bank never ceased to be in contact 
with the market. This situation indicated that the 
volume of available funds was not excessive and did 
not call for a reduction of the discount rate. 

At the same time, the high level of interest rates 
imposed a heavy burden upon trade. The bank rate 
was raised in order to defend the franc against bear 
speculation. The moment bear speculation ceased it 
was no longer indispensable to maintain the high bank 
rate. Although from a purely technical point of view 
a reduction of the bank rate was not justified, the Central 
Bank, anxious to avoid prolonging the stringency which 
caused inconvenience to business circles, preferred to 
lower its re-discount rate. This decision resulted in a 
general decline of money rates as is indicated in the 
following table :— 


End of End of End of 
Nov., Dec., Jan., 


1935 1935 1936 

Banque de France, re-discount rate 6 6 4 
Market rate of discount .. ws es 5 54 4 
Day-to-day money ci ee - 5 5+ 38 
Loans on Bons de la Défense Nationale :— 

Market rate for 1 month ne <a 5# 4 

Market rate for 3 months we as 6} 4 
Rates of loans on securities :— 

On the Parquet .. as “4 e 6 43 

On the Coulisse. . én ie ‘a 8 7% 
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The Bank of France was able to lower its re-discount 
rate from 6 to 4 per cent.—it was further reduced to 
34 per cent. on February 6—thanks to the calmer 
conditions in the foreign exchange market. During the 
first few weeks of the year the tendency of the franc was 
in fact relatively satisfactory. In spite of the resignation 
of M. Laval’s Government which caused some uneasiness 
and led to some outflow of capital, the gold reserve 
only declined during January from Frs. 66,296 millions 
to Frs. 65,223 millions. The scarcity of funds in the 
Paris market provided a handicap to large withdrawals 
of gold. Big companies as well as individuals nowadays 
hold a large proportion of their capital in the form of 
gold or foreign exchange reserve. Their holdings of 
francs have become so small that they are not in a 
position to increase their holdings of gold, sterling or 
dollars. Nothing short of an acute danger to the franc 
could induce them to reduce their franc holdings further. 
This reduction in the volume of funds is the main cause 
that enables the Bank of France to exercise a strict 
control over the money market. It is the Central Bank 
that nowadays fixes the money rates. The leading 
banks have lost all their influence in this respect since 
they have been obliged during several months to make 
frequent calls upon the resources of the Central Bank. 
They are compelled, therefore, to submit to the terms 
established by the latter. 

The predominant réle played by the Bank of France 
is indicated in its returns. The large amount of its 
re-discounts, the incessant fluctuations in this item and 
also the variation in the amounts of advances on securities 
indicate the extreme tension of the money market, 
which can only function by means of the support it 
receives from the Central Bank. 

During January re-discounts declined from Frs. 9,918 
millions to Frs. 9,418 millions. The last return of 
January, however, is dated the 31st, while the last return 
of the previous month is dated December 27, and the 
figure for the last day of the month no longer includes the 
bills falling due on that day. Allowing for this, there was 
in reality an increase of some Frs. 500 millions instead 
of a contraction of a similar amount as is shown by 
the actual figures of the bank return. 
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End of End of End of 
Nov., Dec., Jan., 
1935 1935 1936 


(Millions of francs) 
ASSETS. 
Gold Reserve a os 66,191 66,296 65,223 
Foreign Exchange reserve » (tot: al) ‘3 1,171 I,I2I 1,120 
Sight os es - - xn 106 10 9 
Time ae a os ~~ ae 1,065 £522 Z, 33 
Discounts (total) .. me a i 11,218 9,918 9,414 
Bills of France .. ‘ - a 10,005 9,711 9,226 
Bills on Foreign countries 7 “is 213 207 188 
Advances on bullion sa Bs ee 1,192 1,204 1,203 
Advances on securities .. ie a 3,270 3,253 3,350 
Advances up to 30 days .. a s 1,088 573 970 
Bonds of the Caisse Autonome .. a 5,800 5,800 5,708 
LIABILITIES. 
Note circulation .. is 82,447 81,150 81,503 
Current and deposit accounts (total) 7 12,187 11,578 10,886 
Of which— 
Treasury. . ke “3 re 81 65 72 
Caisse Autonome ie i" - 2,745 2,797 2,726 
Private accounts at .s “a 9,185 8,497 7,907 
Sundry .. ay + sd 176 219 181 
Total of sight liabilities .. ea aut 94,634 92,728 92,389 
Percentage of gold cover. . - ..  69°94% 71°50% 70:60% 


Thirty-day advances, which represent exclusively 
pans to the money market, increased within a month 
from Frs. 573 millions to Frs. 970 millions. Advances 
on securities also increased from Frs. 3,253 millions to 
Frs. 3,350 millions. These increases were due to the 
requirements of the banks and large industrial and 
commercial enterprises. 

The expansion of the volume of credit of the Central 
Bank was not accompanied by an increase in sight 
liabilities, thanks to the decline of the note circulation 
by a little over one milliard francs. The total sight 
liabilities declined, in fact, from Frs. 92,728 millions to 
Frs. 92,389 millions during January. Notwithstanding 
this, the reserve ratio declined from 71-50 per cent. to 
70:60 per cent. At this latter level it remains neverthe- 
less above its figure for November, 1935, which was 
69°94 per cent. 

The most important event of January was the publi- 
cation of the annual report of the Bank of France. 
This report was awaited in financial circles with much 
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interest since it covered a year which, from a monetary 
point of view, was particularly disturbed. The report 
devoted lengthy passages to the two crises of the franc 
in May and November, 1935. Throughout 1935 the 
policy of the Bank was constantly inspired by a double 
preoccupation. In the first place, it wanted to secure 
the stability of the franc. At the same time, it wanted 
to provide agriculture, commerce and industry, with all 
the credit compatible with the defence of the currency. 
For the second time in the course of its history, the Bank 
was compelled during 1935 to change its bank rate 
eleven times. The bank rate which had been maintained 
at 24 per cent. since May 31, 1934, had to be raised to 
3 per cent. on May 23, 1935, to 4 per cent. on May 25 
and to 6 per cent. on May 28. Being anxious to reduce 
to a minimum the burden which this unavoidable increase 
of the bank rate imposed upon trade, the Bank reduced 
the bank rate on June 20 by 1 per cent. followed by 
reductions on July 4, July 18 and August 8, on which 
date it lowered the bank rate to 3 per cent. Between 
that date and the middle of November there was no 
change. The new attack on the franc in November 
necessitated the increase of the bank rate in three stages 
to 6 per cent. by November 25. The relaxation of the 
pressure on the franc made it possible to reduce the 
bank rate to 5 per cent. on the last day of the year. 

M. Jean Tannery, the Governor of the Bank, de- 
plored that his bank had to take such grave decisions, 
since it had always had the tradition of securing a liberal 
distribution of credit at lower rates. At the same time, 
it had to defend its currency. It did not confine itself 
to a passive réle. Since the beginning of last year it had 
endeavoured to extend its facilities to the money market. 
On February 21 the general council decided to grant 
henceforth thirty days’ loans on Government securities 
maturing in less than two years at a rate inferior to the 
official bank rate. This new mechanism has proved 
in practice to be elastic and incontestably useful. It 
enabled the Bank to supply the market during the crises 
of March and November with additional resources of 
about a milliard francs. During the whole year the 
operations under this item amounted to over Frs. 164 
milliards. 
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Owing to the importance which Treasury bills and 
Bons de la Défense Nationale have assumed as means for 
employment of liquid funds, the Bank of France felt 
compelled to give their holders the assurance that in 
certain conditions they could rely upon the bank for 
temporary assistance. The inauguration of thirty-day 
loans was one step towards this end. Within the limit of 
re-discount facilities of each borrower, Treasury bills 
were moreover accepted indiscriminately with commercial 
bills. 

The Governor of the Bank of France expressed his 
gratification over the increased degree of stability of 
sterling. He stated once more his desire for an early 
stabilisation of the leading currencies. ‘‘ The stabilisa- 
tion of the leading currencies,’’ he remarked, ‘ should 
always constitute in our opinion the final end of all 
monetary policy. It is the condition of the recovery 
of international trade without which there can be no 
lasting and increasing prosperity. The intentions re- 
peatedly expressed by the United States Government 
indicate its desire to arrive as soon as possible at a 
definite solution of this question which is vital for the 
whole world. We do not doubt that on her part Great 
Britain will be prepared as soon as circumstances make 
it possible to find the means for returning to the gold 
standard, the practicability of which step she contests 
for the moment.” 

Will the wish of the Bank of France become reality 
in 1936? Itis doubtful. Nevertheless it had to express 
that wish. The report was very well received in financial 
circles. The affirmation of the Bank’s desire to defend 
the franc in accordance with the policy of the Government 
has indicated that it continues to enjoy the full confidence 
of the authorities, and that the policy it advocates is 
identical with that of the Government. 
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German Banking 


By a Correspondent 


HE Berliner Handels-Gesellschaft and the Reichs- 
Kredit-Gesellschaft increased their dividend last 
year from 5 to 6 per cent. and maintained their 
dividend at 6 per cent. this year. It is believed that both 
banks increased their earnings last year. This is openly 
admitted by the Reichs-Kredit-Gesellschaft which shows 
an increase of interest earnings from Rm. 8-35 millions 
to Rm. 8-87 millions. Earnings from commissions were, 
however, lower than in 1934 as the volume of Stock 
Exchange transactions declined. The Berliner Handels- 
Gesellschaft declares an increased income out of securi- 
ties and also an increased special income after having 
allocated some of its earnings from these items for 
writing down doubtful debts. The Reichs-Kredit- 
Gesellschaft also increased these items whose proceeds 
were used fully for writing down doubtful debts. The 
quality of loans has improved further. The past year 
resulted in a strengthening of the inner reserves of 
German banks, especially as security prices have also 

increased during the past year. 

Berliner Handels__Reichs-Kredit 


1934 1935-1934 =: 1935 
Rm. Millions. 


Interest .. “s - .. 4°80 4°93 t6°54 8-87 
Commissions ee = —— oe 3°51 4°31 4°02 
Securities and Participations, 

Special earnings oy .. 0°50 0°75 1°32 —- 
Overhead Charges 7°02 7°33 9:36 10°08* 
Net Profit .. 1°82 1-86 2°81 2:80 
Dividend 1-68 1-68 2°40 2°40 
Per cent. 6 6 6 6 
Capital 28-00 28-00 40°00 40-00 
Reserve a 10°00 10°00 20°00 20°00 
Outside Resources 199°45 197°89 439°13 405°56 
Balance sheet total 272°I9 274°13 517:10 489-86 





* Includes Rm. 1 million Reserve. 
+ After deduction of Rm. 1-81 millions, for Delkredere-Reichstellung. 


The Berliner Handels-Gesellschaft shows for 1935 a 
small decline in its outside resources. It was exclusively 
due to a decline of foreign credits from Rm. 38-2 to 
x 
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Rm. 33:7 millions. Inland deposits increased by Rm. 
3:0 millions against Rm. 7-5 millions in 1934. Deposits of 
German banks increased by Rm. 5-6 millions against 
Rm. 6-5 millions in 1934, which means that during 1935 
deposits by customers other than banks declined slightly. 
The outside resources of the Reichs-Kredit-Gesellschaft 
increased in 1934 contrary to the general tendency in 
German banking. In 1935 however, there was a sharp 
decline by Rm. 33-6 millions. This was mainly due to the 
contraction of foreign credits from Rm. 82-0 millions to 
Rm. 61-5 million reichsmarks. The deposits of German 
banks declined from Rm. 92-2 millions to Rm. 68-4 
millions and the Bank, owing to its strong position of 
liquidity, pursued a conservative interest policy. The 
deposits of customers other than bankers increased. 

On the assets side the tendencies already noticeable 
for both banks in 1934 continued. Loans and advances on 
commodities declined further, those of the Berliner 
Handels-Gesellschaft from Rm. 124 to Rm. 113 millions, 
while those of the Reichs-Kredit-Gesellschaft decreased 
from Rm. 214-0 to Rm. 198-5 millions. New credit 
demand remained behind the extent of repayment of old 
loans although the banks were prepared to grant new 
credits. On the other hand, their bill and security holdings 
increased further and their ratio of liquid resources was 
also higher. 

The three leading Berlin branch banks will not 
publish their accounts for some time. As the quotation of 
their shares on the Bourse has advanced lately, hopes of 
a resumption of the payment of dividend for 1935 have 
increased. In the case of all three banks, the holding of 
shares by private holders has increased, while that of the 
Reichsbank and the Government declined. The Allge- 
meine Deutsche Credit-Anstalt in Leipzig made it plain, 
however, that it does not intend to resume dividends. 
Among the other provincial banks the Vereinsbank in 
Hamburg maintains its dividend at 6 per cent., having 
expanded its business during last year in spite of the 
difficulties of foreign trade which affect Hamburg 
to a particular degree. The Deutsche Girozentrale, 
the central institution of savings banks, shows for 
1935 a further increase of its outside resources to 
Rm. 1,090 millions compared with Rm. 1,019 millions 
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at the end of 1934 and Rm. 679 millions at the end of 
1933. The increase of Rm. 71 millions compared with 
an increase of Rm. 340 millions in 1934 in spite of the 
fact that the increase of deposits of savings banks 
was Rm. 1,170 millions in 1935 against Rm. 880 
millions in 1934. The difference is explained by the 
fact that the major part of the new savings deposits 
was invested in Government loans. According to 
the statement of the Finance Ministry, the Govern- 
ment was able to consolidate during 1935 about Rm. 
1,850 millions of short-term liabilities. In addition 
to the Rm. 500 millions taken over by the savings banks, 
the German insurance companies took over nearly 
Rm. 350 millions of 44 per cent. Government loans. In 
the autumn the savings banks took over another Rm. 500 
millions, while Rm. 500 millions of ten years Treasury 
bonds were placed in the open market. In the new year 
there was the issue of Rm. 500 millions of 43 per cent. 
Treasury bonds of the State Railways repayable in eight 
years. The savings banks organisation emphasised, how- 
ever, that in future it can only participate in consolida- 
tion loans with smaller amounts, and for this reason the 
issue of Government loans will have to be held back. At 
the same time the short-term financing of public works 
and other expenditure does not present any difficulties 
as conditions remain liquid. 

The extent of the availment of the Reichsbank’s 
facilities is regularly higher than during the corres- 
sponding period of last year. At the end of the year the 
Reichsbank lent Rm. 639 millions against Rm. 488 
millions at the end of 1934. During the first three weeks 
of January, repayments amounted to Rm. 961 millions 
against Rm. 809 millions for the corresponding period of 
1935. Although the absolute figure of these repayments 
was higher, their percentage of the total was somewhat 
lower. Moreover, it is to be borne in mind that the 
payments made on account of the new State bonds 
increased the extent of repayment. At the end of 
January the Reichsbank’s loans were once more higher 
than in 1935, but the seasonal monetary ease since the 
beginning of February has resulted in a sharp decline, 
and the note circulation has also contracted to a larger 
degree than a year ago. The gold and foreign exchange 
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reserve was drawn upon to anextent of nearly Rm. 6 mil- 
lions at the middle of January to cover import require- 
ments so that there was a decline to Rm. 81-8 millions. 
The Rm. 73 millions of gold reserves of the private 
banks of issue which will be released after the withdrawal 
of their notes have been deposited with the German 
Gold Discount Bank as trustee. The Conversion Office 
of German External Debts showed at the end of January 
a further increase of its liabilities from Rm. 432 millions 
to Rm. 452 millions. 


International Banking Review 


HOLLAND 


N two occasions within the month under review the 
() Netherlands Bank reduced its official rediscount 
rate which is now down to 24 percent. This reduc- 
tion has been made possible by the gradual increase of the 
Netherlands Bank’s gold reserve as a result of the repat- 
riation of Dutch funds which took refuge abroad last 
year. The repatriation was due partly to the belief that 
the devaluation of the guilder is not imminent, and partly 
to the recovery of trade brought about by the rise in 
prices of colonial products, which necessitated a larger 
volume of funds. The second reduction which took place 
on February 3 was due to a speech made by Dr. Steen- 
berghe who resigned last year from the office of Minister 
for Economic Affairs, in which he opposed the Cabinet’s 
anti-devaluationary policy. Dr. Steenberghe declared 
that the present deflationary policy had failed and that 
no time should be lost in making a definite change. In 
lowering the bank rate Dr. Trip, President of the 
Netherlands Bank, wanted to convey his determination 
to continue the present policy. 

During recent months the tendency of German banks 
to liquidate their interest in Dutch banks has made 
further progress. Following the sale by the Allgemeine 
Deutsche Creditanstalt of its 25 per cent. interest in the 
5,000,000 fl. share capital of the Amsterdamsche Crediet 
Mij. to a Dutch syndicate early in 1934, and the recent 
sale by the Commerz- und Privatbank and the Dresdner 
Bank of their holdings in the Hugo Kaufmann and 
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Company’s Bank N.V., of Amsterdam, to S. Japhet 
and Co., Ltd., two other similar transactions are now 
announced. 

The Berliner Haldels-Gesellschaft has sold the greater 
part of its participation of almost 1,500,000 fl. in the 
capital of the Internationale Bank te Amsterdam to the 
foreign shareholders of that bank, among them Lazard 
Bros. of London, the Amsterdamsche Bank, and the 
Schweizerische Bankgesellschaft. The Internationale 
Bank has liquidated its Standstill credits and taken its 
losses from the sale of registered marks and has reduced 
its share capital to 8,400,000 fl., of which 5,600,000 fl. 
is paid up. 

The other transaction has been carried out by the 
Reichs-Kredit-Gesellschaft of Berlin, which has sold its 
share holding in the banking house of Albert Graef, N.V., 
of Amsterdam. It is announced, however, that these 
two banks will continue to work in close co-operation. 


SWEDEN. 


The dominating interest in banking quarters has 
naturally been centralised on the annual results of the 
joint-stock banks, particularly on those of the “ big 
four,’ of which two have now published their reports 
for the year 1935. 

With regard to the volume of resources, the first 
place is still held by the Svenska Handelsbanken, whose 
total assets have during 1935 increased by Kr. 19 millions 
to a total of Kr. 1,296 millions. In spite of certain adverse 
factors for banking in general, as f.i. cash accumulation, 
low yield on credits and shortage of suitable investment 
openings, the bank can look back on a satisfactory year. 
Notwithstanding the growing capital abundance, cash 
surpluses were kept on the preceding year’s level. On 
the other hand earning assets were increased by Kr. 23 
millions and reached Kr. 1,151 millions. Among earning 
items there was a considerable rise in bills and advances, 
whereas investments declined, partly in connection with 
the liquidation of the bank’s holding of German bonds 
which could be converted into more remunerative 
assets. The share holding totalled Kr. 51 millions, though 
it can be taken for granted, that following the general 
business expansion in 1935 this item includes considerable 
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inner reserves. Provision for depreciation of investments 
has been increased from Kr. 0-7 millions to Kr. 2-1 
millions. Provision for bad debts was able to be reduced, 
however, from Kr. 5-9 millions to Kr. 3:4 millions. 
Income from interests on advances and investments 
remained practically unchanged, while commissions and 
fees have declined. Owing to the total reduction of 
provision for depreciations, net profits for 1935 were 
struck at Kr. 8-5 millions, the same as for the preceding 
year, and the dividend of 7 per cent. was repeated. 

For the Goeteborgs Bank the now published report 
covers a new stage in the bank’s history. After a period 
of gradual decline from 1921 to 1934, during which 
depreciations for over Kr. 100 millions had to be met, 
the bank proceeded in January, 1935, to a final recon- 
struction. The capital stock was reduced by 50 per cent., 
which released about Kr. 22 millions for reconstruction 
purposes. This balance together with Kr. 2 millions 
reserves and Kr. 3 millions net profits from 1934 were used 
for balancing writing-offs and transfers to special reserve 
accounts, amounting to Kr. 27 millions. In order to 
reconstitute the capital stock, Kr. 22 millions preference 
shares carrying 5 per cent. cumulative interest were 
issued and subscribed within a short time. 

The present balance sheet as per December 31, 1935, 
shows almost unchanged cash holdings, with a ratio of 
cash to sight deposits of about 50 per cent. Earning 
assets reveal a rise of Kr. 28-5 millions to a total of 
Kr. 409 millions, which is rather satisfactory under 
prevailing conditions of scarcity of remunerative in- 
vestments. Advances showed the largest increase, while 
discounts showed a very small rise and investments 
remained quantitatively unchanged. Qualitatively how- 
ever, the bank’s stock portfolio has greatly improved, 
since holdings in German bonds have been practically 
liquidated and no bonds have been booked at values 
exceeding the actual market value. In accordance with 
the reconstruction programme the bank has followed a 
policy of gradually disposing of unremunerative in- 
dustrial holdings. 

Owing to an improvement in the bank’s earning assets, 
income from interest showed a slight increase, whereas 
commissions, fees and profits on bonds remained on the 












INTERNATIONAL BANKING 275 


preceding year’s level. General expenditures remained 
practically unchanged. For bad debts and depreciation 
a provision of Kr. 500,000 was made. For the first time 
since 1931 the Goeteborgs Bank was this year in a position 
to declare a dividend of 3 per cent. on its common stock, 
while preferred stock holders received their 5 per cent. 
according to the provision. 


SWITZERLAND 


In its annual report the Swiss National Bank gives 
an account of the pressure on the Swiss franc during the 
first half of 1935, as a result of which the Bank lost gold 
to the amount of 744 million Swiss francs. The National 
Bank did not enforce credit restrictions but entered 
into a gentleman’s agreement with the other banks 
whereby the granting of credits for speculative purposes 
was stopped. 

The outstanding event of the month was the re- 
organisation of the capital of the Union de Banques 
Suisses, one of Switzerland’s largest banks. During 
1935 the bank realised frozen foreign credits to the 
amount of Frs. 47,600,000 which necessitated the cutting 
of substantial losses. The bank takes this opportunity to 
wipe out these and other losses. The capital of 
Frs. 80 millions is to be reduced to Frs. 40 millions by 
reducing the nominal value of the shares from Frs. 500 
to Frs. 250 each. In addition Frs. 12 millions are to be 
taken from the open reserve which will thus be reduced 
to Frs. 20 millions. A dividend of 4 per cent. was declared 
on the reduced capital against 3 per cent. on the full 
capital for 1934. Notwithstanding the drastic liquidation 
of foreign commitments, the bank’s frozen credits still 
exceed the total amount of its capital and open reserves. 

The accounts of the Banque Commerciale de Basle 
which was granted a two year moratorium in June last 
show gross profit of 3,300,000 Swiss francs for 1935, 
but after deducting Frs. 1,000,000 for bad debts and 
Frs. 12,100,000 for losses suffered through the realisa- 
tion of frozen credits abroad, there was a net loss 
of Frs. 9,800,000 compared with a net profit of 
Frs. 4,100,000 for 1934. The bank intends to reduce 
its capital but no details are as yet available. The 
balance sheet total has fallen from Frs. 417 millions to 
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Frs. 287 millions, largely as a result of the withdrawal of 
deposits. 

The net profit of the Crédit Suisse for the year of 1935 
declined from Frs. 10,125,000 to Frs. 7,568,000. The 
dividend is reduced from 6 per cent. to 5 per cent. The 
figures of the Swiss Bank Corporation are much more 
satisfactory, showing only a slight decline in net profits 
from Frs. 8,339,000 to Frs. 8,256,000. The dividend is 
maintained at 44 per cent. It appears that the Swiss 
Bank Corporation has withstood the difficulties of the 
year 1935 much better than any other of the leading 
Swiss banks. 

SPAIN 

An agreement has been concluded between the British 
and Spanish Banks concerning the acceptances out- 
standing at the time of the adoption of the Anglo-Spanish 
exchange clearing agreement. Since it is impossible to 
expect the banks to be able to obtain payment from the 
clearing office in good time for meeting maturing debts, 
the Spanish banks and authorities have agreed on the 
principle that arrangements have to be made to provide 
cover for these maturing bills. At the beginning this 
was done by means of cash transfers to the Anglo-Spanish 
clearing office, but complaints have arisen that the funds 
reached the London banks with a delay of three days, 
and that the clearing office charged a commission of 
4 per cent. for its function as an intermediary. Mr. 
Moreno, managing director of the Banco Hispano 
Americano, therefore made an offer on behalf of the 
Spanish banks by which maturing acceptances should be 
met by replacement bills, bearing the signature of the 
five leading Spanish banks, accepted by the London 
office of the Bank of Spain, and endorsed by the Spanish 
foreign exchange authorities. These bills are to be 
discounted on a three per cent. basis and the proceeds 
are to be used for meeting maturing bills pending the 
receipt of payment from the Anglo-Spanish clearing 
office. The offer was accepted by all London banks. 

While this arrangement solved satisfactorily the 
problem of old acceptances, there remained the problem 
of new credits. London banks were unwilling to open 
new credits unless they obtain binding guarantees from 
the Spanish banks and authorities that cover would be 
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forthcoming in good time for meeting maturing bills. In 
some instances, London banks accepted the promise 
made to that effect by their Spanish banking connections 
with the endorsement of the Spanish authorities. The 
whole question of Spanish acceptances remains however, 
the subject of much discussion between banks and the 
British and Spanish authorities. It appears that if the 
whole of the outstanding acceptances eventually have to 
be met within the funds of the clearing office this would 
increase arrears from the original estimate of £3 millions 
to about {£6 millions. 
POLAND 


Dr. W. Wroblewski, Governor of the Bank of Poland, 
resigned owing to his views that the zloty ought to be 
devalued, which views were rejected by the Government. 
Mr. Adam Koc, Under-Secretary of the Treasury, was 
appointed to succeed him. His appointment is inter- 
preted as a gesture to indicate that Poland means to 
maintain her existing parities. The new Governor 
intends to pay a visit to Paris at an early opportunity to 
discuss the monetary situation with the Bank of France. 


TURKEY 

The Minister of National Economy submitted a bill 
to the National Assembly regulating the activity of 
banks including foreign banks. The bill proposes to 
compel banks and other institutions to cover their 
reserve funds into Government loans. There is much 
criticism in financial circles, especially in foreign banking 
circles with interests in Turkey, against this and other 
provisions of the proposed law. 

The Council of the Repartition of Public Debt of 
the former Ottoman Empire has been informed by the 
Turkish Government that the latter is making every 
effort to maintain its foreign currency resources at the 
level required by its external engagements. The Council 
has been advised of the measures undertaken to that 
end and has approved these measures. 
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Books 


THE GENERAL THEORY OF EMPLOYMENT, INTEREST 
AND MONEY. By JOHN MAYNARD KEYNES. 
(London, 1936: Macmillan & Co. 5s. net.) 


ALTHOUGH reviewers are often accused of being over- 
generous with their adjectives and superlatives, it is safe 
to state without fear of contradiction that Mr. Keynes’ 
latest book is the most remarkable book on economic 
subjects for many years. In many ways it is superior to 
his ‘“‘ Treatise on Money ”’ because it covers a broader 
field. It delivers an attack upon the very foundations 
of classical economic doctrines, and is likely to be the 
subject of heated controversy for years to come. Although 
the book is primarily addressed to professional econo- 
mists, and a large part of it is unintelligible to anyone 
without an advanced theoretical and even mathematical 
training, it can, nevertheless, be recommended to bankers, 
for several chapters are written in a language that is 
clear to the average intelligent reader. These particular 
chapters deal with the factors determining the value of 
investments (pp. 147-164); the discussion of the pro- 
blems of liquidity (pp. 194-209); and above all, the 
masterful comparison between the classical theory and 
mercantilism and Mr. Keynes’ conclusions inferred there- 
from in Chapter XXIII. The concluding chapter contains 
Mr. Keynes’ confession of faith which will doubtless 
startle many banking readers, for he declares himself in 
favour of a policy aiming at reducing interest rates to 
a level where it covers simply the risk and the clerical 
work without allowing anything for the use of the 
capital. In a most remarkable passage, Mr. Keynes 
seeks to prove that under the system of fixed parities, 
the interests of various countries necessarily and in- 
evitably conflict with each other, for the simple reason 
that since employment can only be increased through 
reducing interest rates, and since interest rates can only 
be reduced through increasing the metallic reserve, the 
reduction of unemployment can only take place at the 
cost of some other country, whose gold reserves are 
depleted as a result of the influx into the country con- 
cerned. The book will be reviewed at greater length in 
the April issue of THE BANKER. 
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‘ THE SYSTEM OF NATIONAL FINANCE. By E. HILTON 


Younc (Lord Kennet). (London, 1936. John 
Murray. Third Enlarged Edition. 7s. 6d. net.) 


WHEN this book was first published in 1915 it was 
welcomed as a standard work on the subject and its 
revision for a new edition was, therefore, a task well 
worth undertaking. The author in addition to bringing 
his material up to date, has added a chapter entitled 
‘“The Government, the Bank and the City,” in which 
the relations between the Treasury and the Bank of 
England are discussed. 


+Money. By EDWIN WALTER KEMMERER. New York, 


1935. (London: Macmillan & Co., Ltd. ros. 6d. net.) 


TuHIs book is intended to be the combination of 
theoretical treatise, historical account and a practical 
guide to money. As is only too often the case when the 
author tries to combine these three objects, the book 
falls short of requirements in respect of every one of the 
three. As a theoretical treatise, it is not nearly 
systematic enough. As a monetary history it is confined 
to a few limited and not necessarily representative 
periods. The least satisfactory parts of the book are 
those which aim at providing elementary guidance con- 
cerning practical matters such as the working of gold 
points, forward exchange contracts, etc. His explanation 
of the factors determining exchange rates is primitive 
even according to pre-war standards. The book developed 
out of several series of lectures on money and banking 
given by the author over a period of about thirty 
years. This explains perhaps why it lacks the systematic 
plan and unity which is indispensable for a book that 
claims to appeal to the uninitiated. 


THE RATIONALE OF CENTRAL BANKING. By VERA C. 
SMITH. (London, 1936. P.S. King & Son. gs. net.) 


THE one sphere in which even the most extreme 
laissez-faire economists have always favoured inter- 
vention was that of monetary policy and central banking. 
Miss Smith’s book is an attempt to explain the conflict 
between the general laissez-faire principles and inter- 
ventionism in this particular sphere. She follows the 
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controversy of central banking v. free banking throughout 
the nineteenth century. The author admits that a system 
of free banking is much less capable of monetary mani- 
pulation than a system of central control. She adds, 
however, that whatever may be our verdict as to the 
comparative outcome of the two systems in terms of 
stability, it is unlikely that the choice can ever again 
become a practical one. To the vast majority of people, 
Government interference in matters of banking has 
become so much an integral part of the accepted institu- 
tions that to suggest its abandonment is to invite ridicule. 
Such pleas as are occasionally made in our days for 
free banking come from sources which do not commend 
them. They are usually the product of theories of 
“money magic.” 


CAN WE BeE NEUTRAL? by ALLEN W. DULLEs and 
HAMILTON FISH ARMSTRONG. Published by the 
Council on Foreign Relations, New York. (London, 
Royal Institute of International Affairs. 6s. net.) 


Two leading American authorities on foreign affairs 
criticise in this book the attitude of the United States 
towards war, with special reference to the recently passed 
neutrality act. Although primarily concerned with poli- 
tical matters, the book also deals in great detail with 
commercial questions arising from the neutrality of the 
United States towards a war. 


FOREIGN EXCHANGE by H.C. F. HoiGate. (London, 
1936. Sir Isaac Pitman & Sons. 2s. 6d. net.) 


Mr. HoLcGATE’s little book is a useful elementary out- 
line, while he is dealing with practical matters. In crossing 
swords with no less a person than Mr. Keynes, however, 
concerning the latter’s proposal to replace bank rate 
manipulation by forward exchange manipulation, he 
shares the fate of many other practical writers dealing 
with theoretical proposals. According to Mr. Keynes’ 
suggestion it would be possible to attract foreign funds 
instead of raising the bank rate by means of causing the 
forward exchange of the country concerned to appreciate 
artificially. Mr. Holgate remarks that ‘“‘ Mr. Keynes 
does not describe how he will be able to isolate foreign 





Correspondent Banks 


Nearly a century’s accumulated experience and 
conservative progress have qualified the West- 
minster Bank to offer its characteristic services 
as a London correspondent to foreign and 
colonial business establishments. Its branches 
form a wide network extending over the whole 
country, and the services of the entire system 
are available to clients abroad, so that with a 
minimum of formality and delay, arrangements 
can be made for the payment of Drafts, Letters 
of Credit, or Cheques, in any part of the 
British Isles. 


Conversely, with a few unimportant exceptions, 
there is no country in the world possessing a 


marketable currency in which the Westminster 
Bank does not maintain current accounts, 
through which it can effect world-wide transfers 
of funds with the utmost dispatch. The Foreign 
Exchange Department is kept in direct touch 
with the market by means of a private telephone 
exchange of a highly modernized type, which 
ensures that no order or inquiry from abroad 
is held up on account of the congesticn of 
business. 

Banks or merchant houses wishing to establish 


a London connexion are invited to communicate 
with the Manager 


WESTMINSTER BANK 


LIMITED 


Foreign Branch Office: 41 Lothbury, London, E.C.2 
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banks from all banks operating in the foreign exchange 
market, and unless he can do this it is difficult to see how 
he can be sure that he is not changing the rates chargeable 
to domestic borrowers, for these must be dependent ulti- 
mately on the rate at which banks can borrow, whether 
on the foreign exchange market or elsewhere.” But surely 
British banks can only take advantage of the higher 
interest rates provided by the manipulation of the forward 
exchange if they have funds abroad which they can re- 
patriate, or if they borrow funds abroad and convert them 
into sterling with the forward exchange covered. In 
doing so, however, they serve the purpose which Mr. 
Keynes has in mind, to the same extent as an influx of 
genuine foreign funds would serve it. The extent to 
which British bank balances can be repatriated or to 
which British banks can and want to borrow abroad is, 
however, limited, and there is no justification whatsoever 
for supposing that merely because they get higher interest 
rates on a fraction of their resources they would raise 
their domestic interest rates accordingly, especially as 
domestic interest rates on advances are in normal condi- 
tions much higher than anything the banks can possibly 
obtain in the forward exchange market. 


RAND RICHES AND SOUTH AFRICA. By Sir Harry 
GRAUMANN, K.B.E. (London, 1936. Simpkin 
Marshall. tos. 6d. net.) 

THIS is a wide review of the Empire’s youngest 
Dominion by a man who has served it for over half a 
century. From the time he arrived at Cape Town as 
a lad of fourteen, Sir Harry Graumann has watched the 
development of the country. He has held various 
offices. He was a member of the statutory Diggers’ 
Committee which assisted the Transvaal Parliament 
to revise the gold laws; after the Boer War he became 
Chairman of the Finance Committee of the Johannesburg 
Town Council, and was Mayor of the town in 1gro. 
His book deals with the past, present and future of the 
gold mining industry, and most of the notable men who 
started their careers in the pioneer days of Barberton 
and Kimberley, and have since become Empire-builders, 
politicians and financiers. 
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| pyH. C.F. HOLGATE, B.Sc. (Econ.), Hons. 
| This authoritative book —- the OF 
principles and working of foreign 
hange in a comprehensive, yet 
auaaey ene.” It is strongly NATIONAL FINANCE 


recommended to all bankers and 
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MR. J. 


HE seventy-eighth ordinary general 
"T ssecting of the shareholders of Lloyds 

Bank, Ltd., was held on Friday, 
January 31, at Southern House, Cannon 
Street, London. 


Mr. J. Beaumont Pease (Chairman of the 
Bank) presided. 

The Chairman said: So much in recent 
days has been said and written in regard to 
the late King of a very eloquent and moving 
nature, and it is all so fresh in your memories, 
that I hesitate to add any words of my own, 
but 1 would ask you to stand with me for a 
moment in that silence which is perhaps the 
most eloquent tribute we can pay to the 
memory of a great King whom we revered 
and a great man whom we loved. 

The meeting stood in silence for a short 
period. 

The Chairman then moved the adoption 
of the Directors’ report, and in the course of 
his address said : 


THE BALANCE SHEET 

If you will turn to our report and balance 
sheet, I shall be glad briefly to draw your 
attention to one or two points of particular 
interest 

The first item of any importance on the 
liability side of the balance sheet is that 
comprised under the heading of current, 
deposit and other accounts, which for the 
first time in our history amounts to over 400 
million pounds, and is 28 million pounds 
more than it was last year. I am glad to say 
the encouraging tendency for the percentage 
of current accounts to the total of our deposits 
to increase still continues. This is generally 
accepted as a sign of the quickening activity 
of trade. In this year’s balance sheet the 
percentage is 52-7. Last year it was 51-6, 
and the two previous years 49-9 and 48-3. 
We have made no special efforts to seek 
deposits and indeed this large increase is 
somewhat of an embarrassment to us owing 
to the difficulty of employing it profitably. 

The only other item to which I need draw 
your attention is that of endorsements, 
guarantees and other obligations. 
This is 144 million pounds less than it was 








BEAUMONT PEASE’S ADDRESS 


this time last year, almost entirely owing tp 
the smaller amount of forward exchange 
operations carried out on _ behalf of our 
customers. It is at once an indication of the | 
greater stability of the main currencies of the 
world during 1935, and at the same time oj 
the uncertainties which surround all inter. 
national trade. i 


THE ASSETS i 
On the assets side of our balance sheet 


first item which shows any great change in 
comparison with the figures of last year is that 
entitled British Government Treasury Bill. 
This shows the large increase of seventeen 
million pounds, due principally to the transfer 
of Treasury Bonds from investments into 
bills, on coming within three months of 
their maturity dates. British Bills of 
Exchange and Colonial and Foreign Bilk 
show little change. 

Our investments on the other hand ar 
up by over nine million pounds, an illustration 
of the fact that cheap money alone does not 
make for extended use of banking facilities for 
trade purposes, and is no confirmation of 
the accusation sometimes brought against 
banks that instead of assisting trade recovery 
they have been buying and _ holding gilt- 
edged securities. Certainly in my memory 
there never has been a time when we have 
been less critical on purely theoretical 
principles as to the merits of applications 
for advances. We do all we can to encourage 
them, and when you look at the next item 
of loans and advances you will see we have 
met with some success. I am glad to say 
that our loans continue to show a slight 
rising tendency and are five million pounds in 
excess of the comparative figure for last year 
This increased desire to borrow is much 
welcomed by bankers, but the proportion 0! 
our loans to our deposits is still very much 
below the normal and desired percentage | 
and stands at 35:2 on the basis of the | 
figure for loans alone, or at 37°7 on the 
more comprehensive figure which forms the 
basis in the balance sheets of the majority 
of other banks. 

I would draw your attention also to the 
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decrease of {1,300,000 in ‘‘ Other Assets and 
Accounts,” owing to satisfactory realisations. 


PROFIT AND LOSS ACCOUNT 


You will see that our net profit brought 
jn, after charging rebate and income tax, 
rovision having been made for all bad and 
doubtful debts and other contingencies 
out of the profits of the year, is £1,642,785. 

May I mention one or two facts illustrating 
the difficulty in these days which we experi- 
ence in making profits of a normal banking 
character. Although the average amount 
of money lent on short notice to brokers is 
nearly three million pounds in excess of 
last year’s figure, yet, owing to the fact that 
the average rate was 7s. 7d. less than last 
year, the total amount of interest earned is 
less than the previous year’s figure. In the 
same way, the average amount of our dis- 
counts was seven million pounds greater, 
but they earned for us considerably less 
owing to the fact that the average rate of 
discount was 4s. 5d. less than it was last year. 

The same story is told by our investment 
account. In the amount of dividends re- 
ceived we were actually worse off, although 
on an average we had thirteen million pounds 
more invested than in the previous year. 
It is worth noting that a change has taken 
place in the gilt-edged market during the 
last year, though whether the tendency will 
continue I am not prepared to prophesy. 
During the last three previous years we have 
been accustomed to see a considerable rise 
in public securities, but in 1935 there was 
a slight decline. Industrial shares, on the 
other hand, continued in their upward 
tendency, a result no doubt of the desire on 
the part of the public to obtain a higher 
yield for their investments. Another con- 
tributory cause has probably been the 
extension of the fixed trust movement. 

These figures of our balance sheet to which 
I have briefly referred are illustrations of 
the story which I have to tell of our activities 
during a remarkable year. 


THE DEATH OF KING GEORGE 


First and foremost among the events of 
the year must be placed Their Majesties’ 
Jubilee. The spontaneous demonstrations 
amongst all classes throughout the Empire 
of affection and respect for the Throne was 
a revelation to the world, and even to us at 
home, who were aware of the genuineness 
and depth of loyal feeling existing in the 
hearts of His Majesty’s people, its outward 
expression in all its spontaneity and 
enthusiasm was truly remarkable. No less 
femarkable was the genuineness of the 
personal sorrow of all his subjects on the 
death of King George last week. I think 


you would like me to put on record the deep 
sympathy which this meeting feels for King 
Edward VIII, and Queen Mary and the 
other members of the Royal Family, and to 
express its fervent hopes that the reign of 
our new King may be long, prosperous and 
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The occasion of the Jubilee brought 
many visitors to our shores and helped to 
swell the rising tide of prosperity which we 


happy. 


experienced throughout the year. This 
impulse given to our trade was still further 
accelerated by the result of the General 
Election in the autumn, which increased 
confidence, and perhaps it is permissible for 
bankers to emit a sigh of relief that they 
have been given a further lease of life, and 
that the threats against them and their 
business have for the present, at any rate, 
come to nought. 
A YEAR’S PROGRESS 

That the progress of the country has been 
definite and substantial is proved by all the 
accepted indications. The figures of unem- 
ployment which show a reduction of 217,250, 
the record number of over 10} million em- 
ployed, and the retail trade improvement 
to the extent of 7 per cent. as compared 
with 1934, are examples of the increased 
spending power of the people. 


INTERNATIONAL TRADE 


In export trade also of the six countries 
which show an increase as compared with 
1934, we head the list. We are, therefore, 
fully justified in regarding the year that 
has passed as a year of gain. These are all 
matters for comparative congratulation and 
encouragement, but for complacency or con- 
tentment they give as yet no justification. 
As long as the flow of goods from one country 
to another is impeded by the number of 
restrictions now in existence, and as long as 
payment for those goods which do succeed 
in crossing the barriers is denied or delayed, 
no great or permanent alteration in present 
conditions seems possible. Gratitude is due 
to the Government for the steps they have 
already taken to improve both our home 
trade and also our export trade, which latter, 
to my mind, offers even greater scope and 
possibilities of extension, and their recently 
announced scheme of guarantees of sterling 
payment for exports is likely to prove of 
advantage to our manufacturers. 

I alluded last year to the various trade 
agreements which have been made with 
a number of individual countries, and these 
have been still further increased and arrange- 
ments have been made, notably in the recent 
example of the agreement with Spain, for 
facilitating the transfer of payments for our 
exports tothatcountry. Bilateral agreements 
for international payments are of little use 
compared with the multilateral methods to 
which we were accustomed when the inter- 
change of goods was freer than it is to-day, 
and indeed in some ways they impose a still 
further stranglehold on trade, but, conditions 
being what they are, they seem for the 
moment to be the only method possible. 


OBSTACLES TO WORLD IMPROVEMENT 


It is indeed a paradoxical world we live in. 
We agree on all sides what are the obstacles 
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in the path of improvement, and yet by 
some inexorable fate we appear compelled 
to add to their number. We seek abundance, 
and in our search we find poverty. Westrive 
passionately for peace, and in our efforts come 
dangerously near to war, just as a beginner 
on a bicycle finds himself irresistibly at- 
tracted towards the very object he wishes 
to avoid. We chant in the Ottawa choir the 
praise of monetary stability, and proclaim our 
belief ‘‘ that the ultimate aim of monetary 
policy should be the restoration of a satis- 
factory international standard,” only to be 
answered by the antiphonal response that 
the time is not yet. 

Surely our twentieth century civilisation 
cannot be so helpless that it is out of its 
power somehow to obtain what is the common 
desire of all nations and peoples ! 


THE DUTIES OF BANKERS 

In the great work of reconstruction which 
lies before us, the question we bankers have 
to ask ourselves is, what have we left undone 
which we might have done in assisting the 
restoration of more normal conditions and 
the reduction of unemployment ? 

There is no unanimity in regard either to 
the powers or the duties of bankers. For 
myself, I still regard our first duty as the 
safe custody of our depositors’ money. Our 
next duty to the public, in so far as it is 
compatible with the first, is to do what we 
can by way of giving financial assistance and 
advice to our customers, and generally to 
conduct our business on the soundest and 
best lines. I cannot bring myself to agree 
with those who take a much wider view both 
of our powers and our duties. We cannot 
go out into the highways and hedges and 
compel reluctant borrowers to come in and 
demand loans, nor in my judgment ought we 
to assume the attitude of dictators in laying 
down rules of our own making. 

There are many who take the opposite 
view, and think it is within the capacity of 
bankers to extend credit indefinitely and 
control not only the volume but also to 
dictate the direction of credit and assume an 
omnipotent knowledge as to what type of 
loan is in the national interest and what ought 
to be withheld on the grounds that it is anti- 
social. These are distinctions on which 
different individuals whether they are 
politicians, bankers, or industrialists, take 
different views, and it would be mere 
presumption on the part of bankers to try 
and dictate on these matters. A banker has 
to administer his business as best he can on 
the merits of every question as it comes 
before him, but it would be just as much 
folly for him to try and dictate the lines on 
which the industries or politics of the country 
should be run as it would for politicians or 
industrialists to try to run the banks. 
Amongst those who, on the contrary, think 
they are capable of running all three, there is 
some recognition of a bank’s limitations, 
and while admitting that it is unsound 


for a bank to lend its depositors’ money 
in risky enterprises, or to lock it up in 
permanent loans of a capital nature, they 
use this concession as an argument for 
the nationalisation of the banks, appar- 
ently on the assumption that what is bad 
business for the privately owned bank 
may be perfectly sound if the bank belongs 
to the State. , 


THE DEPRESSED AREAS 


The question of the depressed areas js 
one which has brought forth a whole crop 
of suggestions, and indeed it is so sad and 
urgent a problem that one welcomes almost 
any proposal, but I think it is only fair to 
bankers to remove some misconceptions in 
regard to their attitude on this question. 
In the first report of the Commissioner for 
the Special Areas it is stated that ‘ managers 
of local branches of the banks are no longer as 
ready as they were formerly to advance 
capital on prospects and_ personalities 
unsupported by tangible assets,’’ and this 
statement is followed by the somewhat 
contradictory assertion that ‘it seems 
doubtful whether any organisation run ona 
purely commercial basis can meet the needs 
of the Areas.”” Again, in the report on 
Durham and Tyneside, the assertion is made 
that ‘“‘the post-war rationalisation of our 
banking system has resulted in the extinction 
of the smaller concerns with definite local 
associations, with the inevitable results that 
bank accommodation on anything but a 
very modest scale must be sought in London, 
and it has been suggested that in such cases 
capital assets or past balance sheets appear 
to be accepted as more important criteria 
than the earning capacity of any new 
venture.” 

These statements are curiously far from 
the truth. On principle, bankers never 
have been prepared to provide permanent 
capital for industry, but, having regard to 
the low percentage of their loans to their 
deposits at the present time, they are 
perhaps less rigidly bound by the strict 
principles of banking in this respect than they 
ever had been. 

The two quotations which I have given 
represent a belief which is widely held, not 
because it is based on any foundation of fact, 
but because it has been so often and so glibly 
passed from mouth to mouth that it has been 
accepted at its face value without any 
evidence to support it. Indeed, to the unini- 
tiated it does soundas if it very likely might 
be true. Anyone, however, who has any 
knowledge of banking practice, particularly 
those who have had experience both in the 
old private bank methods and the present 
day organisations, can unhesitatingly assert 
that in actual fact branch bank managers 
have just as much discretion in granting or 
influence in obtaining loans for thelr 
customers as they ever had. 

The report and account were unanimously 
adepted. 
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STEADY PROGRESS 


AT HOME 





IMPROVEMENT 


IN THE EMPIRE 





MR. COLIN F. 


CAMPBELL’S ADDRESS 





HE annual general meeting of the 
T shareholders of the National Provincial 

Bank Limited, was held on Thursday, 
January 30, at Southern House, London. 
“Mr. Colin F. Campbell (the Chairman), at 
the outset, said that in the death of His 
Majesty King George the country had suffered 
aheavy loss, but we could look forward with 
hope and confidence that the fine example 
st by him would be worthily followed by his 
successor, who so fully enjoyed the affection 
of his people throughout the Empire. 

The Chairman next referred with regret to 
the losses which the Board had sustained by 
the deaths of Lord Reading, Sir William Peat 
and Mr. Charles Cave Cave, adding that it was 
his pleasing duty to welcome as new directors 
the Hon. Jasper Ridley, Lord Burghley and 
Sir Samuel Roberts. 


THE ACCOUNTS 

From the accounts submitted it would be 

sen that, in common with other Banks, 
deposits showed further expansion, the total 
at the end of the year being an increase of 
{5,378,520 over those of the previous year. 
The final total was the highest for the year 
and, indeed, a record for the Bank. 
The total of advances was slightly lower, 
being £1,338,601 less at £112,059,871. The 
Directors would like to see an increase in the 
amount of deposits employed under this head- 
ing, the present percentage being only 36.9 
compared with 38 for the previous year. 
tvestments, exclusive of those in other 
Banks and Subsidiary Companies, stood at 
{90,727,856, being 29.9 per cent. of the total 
teposits of the Bank. 

The profit statement disclosed a profit 
mcrease of £21,677. The dividend was being 
maintained at 15 per cent., and after allocat- 
ig {100,000 to Bank Premises Account and 
{100,000 to Pension Fund, they were carrying 
forward £922,406, an increase of £43,525. 


PROGRESS AT HOME 


Tuming to the history of the past year in 
its wider aspects, they could not fail to be 





struck by the contrast between steady pro- 
gress at home and disturbance and uncer- 
tainty abroad. Instead of apprehensions that 
were sO common in 1934, concerning the 
alleged approach of “‘ saturation point”’ in 
the home market, the past year witnessed 
the growth of a belief that much still remained 
to be done before the needs of the home 
market were fully met. This would stimulate 
further advancement until such time as re- 
vival of foreign trade could be secured through 
a general reduction in trade barriers and the 
abolition of restrictions on international 
payments. This belief had been fully justified 
by the progress established during 1935. The 
figure of employment had shown that there 
had been more men and women actively at 
work than at any time during the past fifteen 
years, but the fact that nearly two millions 
of people were still without regular employ- 
ment was a serious blot upon the brighter 
pages of our recent history. 
EXPANSION IN EXPORTS 

In the matter of our export trade, the past 
year once more showed how successfully our 
country was struggling with the difficulties 
that confronted it. Our sales abroad, es- 
pecially of manufactured goods, had shown an 
expansion which could only be considered as 
highly gratifying in view of these difficulties. 

All our chief industries had shown some 
improvement and among them the progress of 
the iron and steel, engineering and motor 
manufacturing trades had been most con- 
spicuous. What was perhaps even more 
satisfactory was the fact that there had been 
a definite revival in some of those industries 
which had suffered most severely during the 
depression. The announcement of an agree- 
ment between the employers and employed 
in the coal trade had been received with the 
utmost satisfaction. 

He laid stress on these industrial and 
commercial aspects of our record, because 
these were the true and genuine tests of the 
country’s progress. Some of the critics of the 
Banks and of their methods and outlook 





imagined that they were concerned only with 
monetary and financial matters and had no 
care for the real wealth and welfare of the 
nation, as long as they could make profits 
out of handling debts and credits and securi- 
ties. Nothing could be more untrue. As 
bankers, they knew well that there could be 
no prosperity for us except when the pro- 
ductive power of our industries was actively 
employed in supplying the needs of domestic 
and foreign customers ready and able to 
consume their output, or in furnishing, out 
of the savings of the public, the equipment 
required for the further development of 
industry and commerce at home, and, indeed, 
abroad. The sound and efficient working of 
the financial machine was of the highest 
importance, and they, as bankers, were 
continually striving to play their part in 
promoting its efficiency. 


THE FINANCIAL ASPECT 

Turning to the financial aspect of affairs, 
they found in it also good cause for encourage- 
ment, notwithstanding the inactivity still 
imposed on those many wheels in the machine 
which depended on international trade and 
international monetary co-operation. It 
was from some points of view satisfactory to 
be able to point to another year of excep- 
tionally cheap money, and consequently of 
high prices of securities. The reduction of 
income to depositors and investors, however, 
as a result of the continued lowering of 
interest rates, not only restricted their spend- 
ing power, but forced many of them into the 
purchase of annuities. 


BAN ON FOREIGN LOANS 


There was also some reason to regret that 
the ban on new issues on foreign account was 
still found to be necessary, since the connec- 
tion in former times between the activity of 
foreign lending and the expansion of our 
export trade was constant. With the recent 
rise in commodity prices, the credit of some 
countries that were at one time regular 
borrowers for legitimate purposes of develop- 
ment had been improved. Issuing houses and 
investors might be relied on, after the losses 
in recent years to be extremely cautious in 
the matter of offering or subscribing for 
foreign loans, and it would be unfortunate if 
the possibility of improvement in international 
trade was frustrated by a desire to prevent 
the outward movement of capital when 
trustworthy borrowers were in a position to 
ask for it in the London market. 


BUILDING ACTIVITY 

Our recent activity had been definitely 
stimulated by the expansion of the building 
trade. Building activity still continued, but 
it was clear that the day would come when 
the actual housing needs of the population 
would have been fully met, and the building 
trade, no longer busy on making up arrears, 
would be confined to replacements and repairs. 
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How far off that day might be was a matter 
on which there was room for varying opinions, 
It would, however, appear that the country’s 
requirements, according to present indications, 
might be fully met in a few years. Another 
matter on which experts again differed was 
the extent to which the building trade had 
been responsible for the activity and pros. 
perity of other industries. No one doubted 
that it provided an opportune stimulus when 
we first began to emerge out of the depression, 
but it was surely possible to hope that our 
recovery, once started, contained in itself 
sufficient momentum to carry it forward, 
without having to depend on the supply of 
housing needs, which were, after all, only one 
of the items among the demands of a popula- 
tion with a natural desire for increasing 
consumption and for an improving standard 
of comfort. 

Nevertheless, it might be true that as long 
as trade barriers abroad restricted the growth 
of foreign commerce, some special stimulus 
was needed to quicken the pace of our 
domestic recovery and to set to work more of 
the hands that, to the regret of all, were now 
unwillingly idle. 


THE GOVERNMENT AND INDUSTRY 

There was much to be done in improving 
the internal equipment of our country, and 
the Government had put before us a pro- 
gramme which indicated a bold determination 
to undertake this most important task, as 
far as it could be done without undue strain 
on our resources. With the priceless asset of 
business confidence behind it, the Govern- 
ment could go forward to carry out those 
reforms which could be relied on to keep 
industry busy, while at the same time securing 
benefits which would improve the health, 
happiness, and well-being of the community, 
and maintain its weight and prestige in the 
counsels of the nations, to be used in the 
cause of peace and liberty. 


EMPIRE PROGRESS 


The steadiness and progress that marked 
the past year at home were also to be found 
in the British Empire and in the sterling area, 
as the group of countries were called that had 
followed the British example in abandoning 
for the time being the gold standard. Higher 
prices for wool, jute and wheat, besides other 
raw materials, had benefited our Dominions 
and India, and the recent level of prices for 
gold and silver had opened new possibilities 
of wealth for South Africa and for countmes 
in which these metals were found. 

In conclusion the Chairman said that what- 
ever happened the Bank and all its officers 
might be relied upon to continue to work, not 
only for this institution, but in the interest 
of British and Imperial industries and for 
the promotion of international intercourse 
and goodwill. 

The report and accounts were unanimously 
adopted. 
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Bank Meeting 
WESTMINSTER BANK LIMITED 


THE BANK’S CENTENARY 


BONUSES TO SHAREHOLDERS AND STAFF 


ADDRESS OF THE HON. 


HE annual ordinary general meeting of 
: Westminster Bank Limited was held 


on Wednesday, January 30, at the 
Head Office, Lothbury, E.C. The Hon. 
Rupert E. Beckett (Chairman) presided. 


The Chairman said: Before proceeding to 
the business for which we are gathered here 
to-day, it is my sad duty to make reference 
to the lamented death of His late Majesty, 
King George V. In the shadow of national 
mourning in which we meet, I will quote the 
words of the Archbishop of York :— 

We mourn a great King who, to all his 
people, was a personal friend, and to all 
the world, a power of stability, unity, 
and peace. In him, God has signally 
blessed our nation through a quarter of 
a century. 

I am sure the feelings of all present will 
incline them to associate themselves with 
those simple yet noble phrases, and to mark 
such association I will ask them to rise for a 
few moments. 

Referring to changes in the Directorate, the 
Chairman regretted the resignation of Lord 
Cranborne, as a consequence of his appoint- 
ment as Parliamentary Under-Secretary of 
State for League of Nations Affairs, and 
mentioned the appointment of three new 
Directors, Mr. Robert W. M. Arbuthnot, 
Mr. Duncan A. Stirling, and Mr. Charles 
te the Chief General Manager of the 

nk. 


THE ACCOUNTS 


The increase of Current and Deposit 
Accounts, a feature common to all the 
Clearing Banks, added to the difficulty of 
profitable employment of funds. The increase 
of {17 million, together with some £10 million 
available through a reduction of Money at 
Call and Short Notice, had found its way 
into four channels, Cash having risen by 
£5 million, Bills Discounted by {10 million, 
Investments by £7 million, and Advances by 
£4 million. The discount rate for bills was 
less favourable to the banks last year than in 
1934, and the poor rate of earning contributed 
little to the Profit and Loss Account in spite 
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of the increase in the total amount of bills. 
Advances increased by £4 million, but their 
proportion to the total of Current and 
Deposit Accounts, at 35} per cent., was 
slightly lower. The balance of profit for the 
year, at £1,402,655, was less than the previous 
year’s by £122,224, but a special distribution 
to mark the Bank’s Centenary year, by way of 
bonus to the staff, pensioners, and widows, 
had been charged to expenses before declara- 
tion of the profit balance. The distribution 
to the partly-paid shareholders took the 
form of a bonus of 2 per cent., and appeared 
as a separate item in the Profit and Loss 
Account. The Chairman explained that legal 
opinion was definite and final to the effect 
that the holder of fully-paid shares was 
entitled to his dividend of 124 per cent. and 
no more. The dividends on both classes of 
shares were maintained at the same rates as 
before. The Bank’s affiliated institution, 
Ulster Bank Limited, which was also celebrat- 
ing its Centenary this year by the payment 
of a bonus, had experienced a rather better 
year. 


THE ECONOMIC SITUATION 


In many respects 1935 had been a memor- 
able year in world affairs, but changes in the 
economic sphere had been in the main not of 
a major character, nor unfortunately such as 
to bring nearer a solution of the many 
difficulties and problems with which the 
world was beset. The channels of inter- 
national trade had become no less obstructed 
and the flow of trade but little stronger, but 
within national boundaries a much more 
considerable improvement had come about. 


The existing dislocation of the world’s 
currencies had been aggravated by the 
chaotic condition of the silver markets. The 


difficulties of the gold bloc countries had been 
greatly intensified during the past year, and 
Belgium had been forced to devalue by 
28 per cent., since when she had enjoyed a 
substantial measure of financial stability and 
economic improvement. The defence of their 
currencies was proving costly to other 
members of the gold bloc. 












In spite of unfavourable world conditions, 
which had been rendered more onerous by 
recent events in the political sphere, there 
was hardly a phase of our own country’s 
activity, susceptible of statistical measure- 
ment, in which last year’s results had not 
been more favourable than those of 1934. 
The Chairman attributed our immunity from 
the graver ills from which other countries had 
suffered, and were still suffering, first and 
foremost, to the sound financial policy which 
had been steadfastly pursued. He drew 
attention to the remarkable stability of prices 
in Great Britain, in contrast to the wide 
ranges experienced in such other important 
countries as the United States, France, 
Germany, and Italy. The inestimable benefit 
of price stability had not been secured at the 
cost of violent fluctuation of the foreign 
exchanges, and if legal stabilisation was not 
yet feasible, we were already enjoying a 
measure of de facto stabilisation. The 
principal feature in Great Britain’s progress 
had been the greatly increased activity of the 
building industry. It was because the 
recovery in this country began with the 
industries producing capital goods, spreading 
later to those producing consumer’s goods, 
that he regarded it as more soundly based 
than the recovery movement in some other 
countries. After reviewing briefly the 
progress made last year by individual 
industries, the Chairman proceeded to a 
comparison of our current trade situation 
with that in 1913. 


TRADE COMPARISON WITH 1913 


After a lapse of years, we appeared to be 
coming again within striking distance of the 
volume of our pre-war trade; but the 
percentage of exports of British goods to our 
imports of all kinds had declined from about 
70 per cent. to between 50 per cent. and 60 
per cent. Our great basic industries, coal, 
iron and steel, cotton, and wool, though still 
playing the largest part in our export trade, 
had lost some of their old predominance, 
but their decline had been offset by a steady 
increase in the importance of some lesser 
industries. The proportion of our exports of 
British goods going to countries of the 
Empire had steadily increased from }37°2 
per cent. to 47:8 per cent. Moreover, the 
aggregate value of exports to Empire countries 
was now slightly above the pre-war level, and 
the entire decrease shown on the export side 
of our trade was therefore on account of the 
smaller takings of foreign countries. The 
relative importance of the various markets, 
both Empire and foreign, had altered 
considerably. It was impossible to separate 
the influences of the various forces at work 
upon our export trade, but the depreciation 
of sterling, the Ottawa agreements with their 
preferential treatment of Empire countries, 
and the trade pacts with numerous foreign 
countries, had undoubtedly exercised a 
beneficial influence. 
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Tentative estimates of our balance , 
payments for the past year revealed a furthe; 
improvement on the results of previous years 
and there was good ground for anticipating 
a surplus of some £20/30 million for last year 
The reattainment of a favourable balanc 
brought nearer the time when the resumption 
of lending abroad might usefully be r. 
considered, subject to all the necessary 
safeguards which past experience dictated, 

In summing up the economic situation the 
Chairman expressed the opinion that 193; 
had been for this country the most encourag. 
ing year since the depression, showing that 
some at least of the obstacles impeding our 
progress were beginning to yield. 


THE BANK’S CENTENARY 


Mr. Beckett concluded his speech by 





































referring to the Centenary of the Bank’ | 


foundation. He himself had seen 45 year 
of banking, during which the gradual evolu. 
tion of our banking system had been ap 
experience of absorbing interest. Banking 
practice in the old days had much to commeni 
it, but there were many failures amongst the 
private banks. They were succeeded for the 
most part by the local joint stock bank, usually 
founded on and embracing some private 
businesses, and the concurrent change-over 
from the private trading firm to the private 
or public limited company did a great deal to 
alter the intimate relationship of customer 
and banker. In course of time, the private 
company became a public company, obtaining 
its necessary finance by public issue, and 
then followed the combine. Big busines 
required big banks, whose gathering grounds 
were of such extent that they would not be 
incommoded by large demands in one 
particular area, as their resources were 
sufficient to take any seasonal strain. So the 
amalgamations of the banks became an 
integral part of modern industrial develop- 
ment, and we now saw the business of these 
islands, with its ramifications all over the 
world, being conducted, on its financial 
side, by the comparatively few banks of 
to-day. 

Throughout this evolutionary process 
British banking had ever been the handmaid 
of commerce, expanding its units as com- 
mercial and industrial units had expanded 
Some ascribed to the banks the powers of 
dictatorship, with energies concentrated on 
the advancement and enrichment of the few 
But the proprietors of the banks, the share- 
holders, were thousands in number. In the 
case of their own institution, if the Bank did 
well, more than 50,000 people benefited, and 
those in charge of its destinies had as theif 
supreme goal the safety of the funds entrusted 
to them, the confidence of share-holders and 
depositors, and the keeping of absolute faith 
with all. (Applause). 

The Report and Accounts were unali- 
mously adopted and other formal business 
transacted. 


| 
| 


: 
















































valance oj I 

1 a further 29 

lOUS years Ne ae ee ee ee ee eee ee 

iticipatin, 

ia yet 

© balance . 

camp Some Midland Bank Branches 

y Te- 

ictasea* By Professor C. H. Reilly 

ati he ‘ ° ° 

that 1094 T is some time since we had photographs of new 
mine a Midland branches to consider. There is a certain 
eding our interest, therefore, in seeing how they maintain their 


standard. The policy of this bank is to employ, as a 
rule, a few firms of established architects and to divide 


ae’ up the country between them. For instance, their 
el | South of England work was, and I believe is, mostly 
45 years done by Messrs. Whinney & Son, changed of recent years 
goed to Messrs. Whinney, Son & Austen Hall, to the great 
Baki improvement of its designing capacity by the addition 
ee of the latter well-known architect. The North of England 


ed for the | work went to Messrs. Woodfall & Eccles of Liverpool, 
nye and the Midlands work to Mr. Alfred Gotch, past president 


4d 
e Tivate 
angen | of the R.I.B.A., and the well-known writer on early 
oh nar renaissance architecture of this country. Now though 
| these men or their successors and partners may still 
pel arene get the bulk of the buildings to do, other architects seem 
a to have been introduced. Fifteen years ago in the boom 
g grounis time I remember a member of one of the above firms 
Id not be telling me they had as many as one hundred and twenty 
rgb Midland banks in their office at one time, that is about 
n. So the | a hundred more than they could possibly do justice to. 
reord In America, where in those days two hundred assistants 
s of thes | was a not unknown condition of some of the leading 
peel architects’ offices in New York, Harvey Corbett, the 
banks “| architect of the successful Bush buildings, both in that 
process city and London, stated, I remember, that in his opinion 
handmaid | fifteen assistants represented the decent upper limit of 
meua | numbers any conscientious architect should allow himself ; 
aver pe Above that number the assistants began, he said, supplying 
£ the fv. | the main ideas, not the architect who was paid for them. 
a4 Sir Giles Scott, referring to this, said he thought the 
Bank did | number should be seven, and in spite of his enormous 
we | practice I believe he has kept it round about that figure. 


entrusted The introduction therefore of other architects besides the 
ders and few firms to which so much was entrusted in the past 
lute =| would probably have been good policy in those hectic 


re ufnall- 
business 
i 


times when England was opening a new branch bank daily. 
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Now there would be less to be saidforit. Let usremember 
these facts as we consider the work before us. 

We will begin with two banks by Messrs. Whinney, 
Son & Austen Hall, the problem in each case being the 
introduction of a bank into the ground floor of an existing 
building, one good and quiet and the other extremely 
bad and wild. The quiet building is a brick residence 
in Curzon Street, Mayfair, of the ordinary reticent kind 
one expects to find in such a street. Now the chief 
characteristic of such a building is its elegance. Has 
the bank paid proper tribute to that? I think it has. 
The architects seem to have rendered the ground floor 
occupied by the bank in white cement and in so doing 
to have rightly and decently carried on the lines of the 
rustication of the similar house next door. These 
courses of rustication, the plinth below them and the 
band above, are all carefully detailed in the quiet manner 
of the period. So are the two doors with their consoles 
and cornices though I am not sure whether the consoles 
ought not to have been a little longer and the cornices 
a trifle simpler. One notices how very elementary is 
the main cornice to the building itself. It is when one 
comes to the dressing to the windows that certain things, 
I think, have been done not quite in the spirit of the old 
building. The Venetian window, for instance, with its 
embracing circular arch does not seem to stand very 
happily with the big balcony above pressing down upon it. 
I feel, too, the keystone to this and to the flat arches and 
keystones to the other windows, simple as they are, are 
still a little too exciting for this ultra-gentlemanly house. 
It is difficult for anyone in this century to realise the 
conventionality and repression considered the correct 
thing in the exterior of such a building towards the end 
of the eighteenth century or the beginning of the nine- 
teenth. On the other hand one must remember that the 
use to which the building is now to be put is a semi- 
public one and calls perhaps for a little more emphasis 
in its architectural detail. I wish the bank, which 
has rightly gone to the expense of painting and 
pointing the upper part of the building to bring 
it into key with the lower, had authorised the archi- 
tects to put back the horizontal sash bars to the first 
floor windows on the Curzon Street front and to remove 
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Messrs. Whinney, Son «& Austen Hall 


THE CURZON STREET BRANCH 








THE REDHILL BRANCH 


= 
Ne 
= 
; eS 
RQ | 
| 
| 
| | 








SOME MIDLAND BRANCHES — 295 





the Victorian iron work of the big balcony and replace 
it with some of more delicate det ail in keeping with the 
two very elegant balconies on the main front. In spite 
of all I have said, however, it must be admitted that this 
new ground floor (possibly in stone and not in white cement 
as suggested) is very well done and without doubt, even 
if a little inconsistent in some minor respects, is a great 
improvement to the building. 

[ have never seen at such close quarters as a large photo- 
graph provides, a worse building than the one at Redhill 


Messrs. Whinney, Son & Austen Ha 
THE BRIGHOUSE BRANCH 

to which these same architects have had to add a bank 
ground storey. I think they have done it very well. 
Clearly in this case one could not pay the main building 
the compliment of imitation. The best one could do 
was to see that by the placing of the piers and voids 
the superstructure appeared to be adequately supported. 
After that one would see that one’s detail was as refined 
as possible in order to make as great a contrast as could 
be with the coarse stuff above. This is what the architects 
have done and done very well. The corner, with its 
absurd turret above an oriel, presented some difficulty, 
no doubt, but I think they have got over this as well as 
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srs. Brierley, Rutherford 
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DURHAM BRANCH 
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possible by introducing a shield to support that ungainly 
feature. Why does a bank with the resources of the 
Midland buy such a building at all or, if it feels it is 
necessary there should be one of its branches at this 
particular corner, why does it not pull down the atrocity 
as a whole and rebuild it? It is indeed a little unfair 
to its excellent architects to put them in such a quandary 
as this. 

At Brighouse these same architects have had the pro- 
blem of a single storey bank which has to be made to look 
dignified and monumental in the classical tradition upon 
which no doubt the bank still insists for a new building. 
Taking these things into consideration I think the archi- 
tects have done very well with this quiet little structure. 
A few years ago such a building would have had an array 
of columns and pilasters with full cornice frieze and 
architrave as well no doubt as a pediment somewhere. 
Here the classical tradition is merely indicated by the 
horizontal divisions of the building and by an elementary 
cornice and plinth with the result that there is plenty 
of plain wall left for the eye to rest upon. No one will 
mistake this little structure for a Carnegie Library or 
some other civic convenience as one used to mistake 
banks elaborated in the way I have described. If the 
Midland Bank is satisfied and pleased with a quiet little 
building like this it becomes a greater mystery still to 
understand how it can bring itself to own such a ridiculous 
structure as that at Redhill. 

The Durham branch by Messrs. Brierley, Rutherford 
and Syme is good strong classic, in the manner one 
expects in the north and of these excellent architects, 
if one must have eighteenth century dress at all. This 
little front indeed might be by Vanbrugh or, better still, 
by Carr of York. It would not disgrace a wing of Castle 
Howard where both these architects worked. It is strong 
and rich and effective, but why, at this time of day, such 
fancy dress should be ordered at all is difficult to under- 
stand. What, for instance, happens above the first 
floor windows and behind the lofty stone wall represented 
by the entablature and the parapet above it? Is there 
a storey of attic bedrooms for servants lit by skylights 
in the roof in the true eighteenth century manner, or 
is the whole building a one-storey structure with a very 
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lofty banking hall? If this latter is the case why then 
are there two storeys of windows? It is into falsities 
of this kind dressing up is bound to lead. As dressing up 
though, this facade is excellent. If it were a genuine 


Ps 
( 


ynersal 


Messrs. Drury « 


THE ECCLES BRANCH 
antique I should admire it immensely and so would every- 


one else. 
The Eccles branch by Messrs. Drury and Gomersal is 
a variant of an excellent theme I first saw used by this 
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bank in a branch designed by Messrs. Whinney, Son and 
Austen Hall at Henley. The little square windows to 
the voucher store, or to whatever the upper storey houses, 
make a fine frieze effect above the lower ones. I wish, 
however, the circular pediment of the door fitted in 
better with these latter. The two tall thin windows do 
not, in fact, compose happily with this doorway. One 
would like to take a piece of tracing paper and try one’s 
hand at finding the small alterations which would make 
all the difference. I am sure they are there and with a 
very little more study the architects would discover them. 


heim 


BRANCH AT KNOTTY ASH, LIVERPOOL 


The Knotty Ash branch at Liverpool suggests a barn 
dressed up for banking purposes with an unnecessary 
cornice as a necklace and heavy moulding to the two 
doors like soiled white cuffs over a farm labourer’s 
corduroys. I say “soiled ’’ because of the bad jointing 
of the stonework. I am very much afraid that the 
bank’s finery in this case is artificial. From these joints 
one cannot imagine the stone to be anything but a 
synthetic imitation of the real thing. Artificial stone 
dressings to a barn, can such a thing really be? 








